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FINANCIAL  AUDITS 


Financial  audits  are  conducted  by  the  Legislative  Audit  Division  to  determine  if  the  financial  statements 
included  in  this  report  are  presented  fairly  and  the  agency  has  complied  with  laws  and  regulations  having 
a  direct  and  material  effect  on  the  financial  statements.  In  performing  the  audit  work,  the  audit  staff  uses 
standards  set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial  audit  staff  members  hold  degrees  with  an  emphasis  in  accounting. 
Most  staff  members  hold  Certified  Public  Accountant  (CPA)  certificates. 

Government  Auditing  Standards,  the  Single  Audit  Act  Amendments  of  1996  and  0MB  Circular  A- 133 
require  the  auditor  to  issue  certain  financial,  internal  control,  and  compliance  reports.  This  individual 
agency  audit  report  is  not  intended  to  comply  with  these  requirements  and  is  therefore  not  intended  for 
distribution  to  federal  grantor  agencies.  The  Legislative  Audit  Division  issues  a  statewide  biermial  Single 
Audit  Report  which  complies  with  the  above  reporting  requirements.  The  Single  Audit  Report  for  the 
two  fiscal  years  ended  June  30,  1999,  was  issued  on  March  30,  2000.  The  Single  Audit  Report  for  the 
two  fiscal  years  ended  June  30,  2001,  will  be  issued  by  March  31,  2002.  Copies  of  the  Single  Audit 
Report,  when  available,  can  be  obtained  by  contacting: 


Single  Audit  Coordinator  Legislative  Audit  Division 

Office  of  Budget  and  Program  Planning  Room  1 60,  State  Capitol 

State  Capitol  PO  Box  20 1 705 

Helena  MT  59620  Helena  MT  59620-1705 
Phone  (406)  444-3616 


MEMBERS  OF  THE  LEGISLATIVE  AUDIT  COMMITTEE 

Senator  John  Cobb 

Representative  Joe  Balyeat 

Senator  Jim  Elliott 

Representative  Dee  Brown 

Senator  Dan  Harrington 

Representative  Bill  Eggers 

Senator  Ken  Miller 

Representative  Hal  Jacobson 

Senator  Corey  Stapleton 

Representative  Jeff  Pattison,  Vice  Chair 

Senator  Jon  Tester,  Chair 

Representative  David  Wanzenried 

LEGISLATIVE  AUDIT  DIVISION 


Scon  A.  Seacat.  Legislative  Auditor 
John  W.  Northey,  Legal  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini.  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


November  2001 

The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial  audit  report  on  the  Public  Employees'  Retirement  Board  (PERB),  a  component  unit  of  the 
state  of  Montana,  for  the  fiscal  year  ended  June  30,  2001,  with  comparative  combined  totals  at  and  for  the  penod 
ending  June  30,  2000.  We  issued  an  unqualified  opinion  on  the  financial  statements  of  the  Public  Employees" 
Retirement  Board.  An  unqualified  opinion  means  a  reader  can  rely  on  the  information  presented  in  the  financial 
statements.  The  independent  auditor's  report  appears  on  page  A-1  of  this  report.  The  financial  statements  and 
note  disclosures  begin  on  page  A^. 

The  objectives  of  our  audit  were  to  determine  if  the  financial  statements  of  PERB  fairly  present  its  financial 
position  as  of  June  30,  2001,  and  the  changes  in  its  financial  status  for  the  two  fiscal  years  then  ended,  in 
conformity  with  generally  accepted  accounting  principals,  and  to  determine  the  implementation  of  prior  audit 
recommendations  that  had  a  direct  and  material  affect  on  the  financial  statements. 


Our  office  completed  a  financial-compliance  audit  of  the  system  for  the  two  fiscal  years  ending  June  30,  2000, 
that  included  four  recommendations.  We  found  PERB  implemented  two  of  the  four  recommendations.  We  did 
not  determine  the  implementation  status  of  the  other  two  recommendations  because  they  were  not  direct  and 
material  to  the  financial  statements.  These  recommendations  will  be  included  in  the  fiscal  year  2002  financial- 
compliance  audit.  Our  unqualified  audit  opinion  on  the  financial  statements  is  also  contained  in  the  PERB 
Comprehensive  Annual  Financial  Report.  Copies  of  the  annual  report  for  fiscal  year  2000-2001  can  be  obtained 
from  the  Public  Employee  Retirement  Administration  (PERA).  The  annual  report  contains  additional 
background,  statistical,  and  actuanal  information  that  is  not  included  in  this  audit  report  which  may  be  of  interest 
to  legislators  or  the  public. 

The  wntten  response  to  the  audit  is  included  at  the  end  of  the  audit  report  on  page  B-1.  We  thank  the  executive 
director  and  his  staff  for  their  assistance  and  cooperation. 


Respectfully  submitted. 


Scott  A.  Seacat 
Legislative  Auditor 


Room  160.  State  Capitol  Building  PO  Box  201705  Helena,  MT  59620-1705 
Phone  (406)  444-3122  FAX  (406)  444-9784  E-Mail  lad(&!SUte.mt.us 


Appointed  and  Administrative  Officials 


Public  Employees'  Retirement 
Board  Members 


Term  Expires 

Terry  Teichrow,  President 

Helena 

3/31/05 

Carole  Carey,  Vice  President 

Ekalaka 

3/3 1/02 

Robert  Griffith 

Helena 

3  31/03 

N.  Jay  Klawon 

Hamilton 

3/31/04 

Carol  Lambert 

Hammond 

3/31/06 

Troy  McGee 

Helena 

3/31/03 

Jean  Thompson 

Billmgs 

3/31/04 

Administrative  Offlcials 


Mike  O'Connor,  Executive  Director 

Kim  Flatow,  Member  Services  Bureau  Chief 

Roxanne  Minnehan,  Fiscal  Services  Bureau  Chief 

Kathy  Samson,  Defined  Contribution  Plans  & 
Educational  Services  Bureau  Chief 


For  additional  information  concerning  the  Montana  Public  Employees' 
Retirement  Board,  contact  Mike  O'Connor,  Executive  Director,  at; 

100  North  Park.  Suite  220 
PO  Box  200131 
Helena  MT  59620-0131 
(406)444-3154 

e-mail:  moconnorfa  state. mt.us 


Members  of  the  audit  staff  involved  in  this  audit  were  Jeane  Carstensen-Garrett,  Chris  G.  Darragh, 
Amber  M.  Long,  and  Laura  L.  Norris. 
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Jim  Pellegrini,  Performance  Audit 
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James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 

The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanymg  Combmed  Statement  of  Plan  Net  Assets — Defined  Benefit  and 
Defined  Contribution  and  Balance  Sheet — Expendable  Trust  Fund  of  the  Public  Employees'  Retirement 
Board,  a  component  unit  of  the  state  of  Montana,  as  of  June  30,  2001,  and  2000,  and  the  related 
Combined  Statement  of  Changes  in  Plan  Net  Assets — Defined  Benefit  and  Defined  Contribution,  and 
Statement  of  Revenues,  Expenditures,  and  Changes  in  Fund  Balance — Expendable  Trust  Fund  for  the 
fiscal  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Public  Employees' 
Retirement  Board.  Our  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessmg  the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well 
as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a  reasonable 
basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Public  Employees'  Retirement  Board  as  of  June  30,  2001,  and  2000,  and  its 
changes  in  plan  net  assets  and  fund  balances  for  the  fiscal  years  then  ended,  in  conformity  with 
accounting  principles  generally  accepted  in  the  United  States  of  America. 

Our  audit  was  conducted  for  the  purpose  of  forming  an  opinion  on  the  basic  financial  statements  taken  as 
a  whole.  The  Schedules  of  Administrative  Expenses,  Investment  Expenses,  and  Consultants  are  presented 
for  purposes  of  additional  analysis  and  are  not  a  required  part  of  the  basic  financial  statements.  Such 
information  has  been  subjected  to  the  auditing  procedures  applied  in  the  audit  of  the  basic  financial 
statements  and,  in  our  opinion,  is  fairly  stated  in  all  matenal  respects  in  relation  to  the  basic  financial 
statements  taken  as  a  whole. 


Page  A-1 


Room  1 60,  State  Capitol  Building.  PO  Box  20 1 705  Helena  MT  59620- 1  705 
Phone  (406)444-3122  FAX  (406)444-9784  E-Mail  lad(a.:state.mt.us 


The  Schedules  of  Funding  Progress  and  Employer  Contributions  &  Other  Contributing  Entities  are  not  a 
required  part  of  the  basic  financial  statements  but  are  supplementary  information  required  by  the 
Governmental  Accounting  Standards  Board.  We  have  applied  certain  limited  procedures,  which 
consisted  principally  of  inquiries  of  management  regarding  the  methods  of  measurement  and  presentation 
of  the  supplementary  information.  However,  we  did  not  audit  the  information  and  express  no  opinion  on 
it. 


Respectfully  submitted,  ^^ 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  16,2001 
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Definition  of  Acronyms 


PERS 

MPORS 

GWPORS 

SRS 

JRS 

HPORS 

FURS 

VFCA 

457  Plan 


Public  Employees'  Retirement  System 

Municipal  Police  Officers'  Retirement  System 

Game  Wardens'  and  Peace  Officers'  Retirement  System 

Sheriffs'  Retirement  System 

Judges'  Retirement  System 

Highway  Patrol  Officers'  Retirement  System 

Firefighters'  Unified  Retirement  System 

Volunteer  Firefighters'  Compensation  Act 

Section  457  Deferred  Compensation  Plan 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Combined  Statement  of  Plan  Net  Assets  -  Defined  Benefit  and  Defined  Contribution 

and  Balance  Sheet  -  Expendable  Trust  Fund 

for  the  Year  Ended  June  30,  2001  -  with  Comparative  Totals  for  June  30.  2000 


PERS 


Defined  Defined  Education 

Benefit  Contribution  Fund 


MPORS 
Defined 
Benefit 


GWPORS 
Defined 
Benefit 


Assets 

Cash  and  Short-ierm  Investments 

Securities  Lending  Collateral  (Note  A3) 


99,647,472 
113,423,556 


146,313         1,396,522 


2,715.475 
5.639.014 


1.337.524 
1,492.385 


Receivables 
Interest 
Accounts  Receivable 


8,391,830 

5,877,776 


1,013 


67,432 


356,054 

6.473.208 


92,889 
15,049 


Tola!  Receivables 


14.269.606 


1.013 


67,432 


6.829,262 


107,938 


Investments,  at  fair  value  (Note  A3) 

Montana  Stock  Pool  (MTCP)  1,167,553,937 

Retirement  Fund  Bond  Pool  (RFBP)  920352,038 

Montana  International  Pool  (MTIP)  196,691,572 

Venture  Capital  153,615,718 

Leveraged  Buy-Outs  67,249,663 

Real  Estate  Investments  7,034,918 

Mortgages  &.  Commercial  Loans 

net  of  Accumulated  Mortgage  Discount  152,020,796 

Deferred  Comp  Fixed  Investments 
Deferred  Comp  Variable  Investments 
Deferred  Comp  Life  Insurance 


53,866,561  14,689,403 

47,732,234  12366,496 

8,299,294  2,395,647 

8,085,554  2,314,593 


Total  Investments 

2,664,518,642 

117,983,643 

31,766,139 

Properly  and  Equipment,  at  cost, 

net  of  accumulated  depreciation  (Note  A2) 

2.821 

Total  Assets 

2.891,862,097 

147,326 

1.463,954 

133,167,394 

34,703,986 

Liabilities 

Securities  Lending  Collateral  Liability 
Accounts  Payable 
Deferred  Revenue 
Compensated  Absences 


113,423,556 

808,045 

89,700 

203,176 


721,919 


10.414 


52,073 


5,266 


5,639,014 

55,256 

3,806 


1.492.385 

38.927 
3.070 


Total  Liabilities 

114.524.477 

732.333 

57.339 

5.698.076 

1.534.382 

Total  Fund  Balance 

Liabilities  and  Fund  Balance 

Net  Assets  Held  in  Trust  for  Pension  Benefits 

(see  schedule  of  funding  progress,  page  A-36) 

S    2.777,337,620 

(585.007) 

1.406.615 

127.469.318 

33.169.604 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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Pension  Trust  Funds 

Expendable 
Trust  Fund 

SRS 

JRS 

HPORS 

URS 

\KCA 

ToUl 

Defined 

Defined 

Defined 

Defined 

Defined 

Pension 

TOTALS 

Benefit 

Benefit 

Benefit 

Benefit 

Benefit 

Trust  Funds 

457  Plan 

2001 

2000 

5,897  Jl  6 

1.201 375 

2.639,868 

3375,276 

1,196,258 

119.553.399 

3,441,766 

122,995,165 

90.997.158 

5,586.992 

1.855.420 

3,411.204 

5353,268 

1.008,831 

137.770.670 

7,228,552 

144.999322 

252.535.601 

352J51 

117305 

215376 

337,468 

63.770 

9,927,043 

453.738 

10380,781 

8,912.851 

350.557 

16 

88.135 

5,642,162 

7 

18315355 

526359 

19.041,714 

18.012.703 

702.908 

117321 

303,511 

5.979.630 

63,777 

28.442398 

980.097 

29,422,495 

26,925.554 

53,610,697 

17,711.841 

32.490.187 

51.461.851 

5,097368 

1396,481,845 

1396,481,845 

1.671,447,699 

47,202,924 

15,733363 

28.877.768 

45,197303 

8.804,871 

1.126,266,997 

1,126366,997 

1,092.508.276 

8,289447 

2,709,849 

5,018,127 

7,965,755 

1,285,944 

232,655335 
153,615,718 

232,655335 
153,615,718 

244,091,767 
61,621.146 

8^27312 

3,184.640 

5324350 

7,260333 

1,298,134 

102,944379 
7,034,918 

152,020,796 

114386,415 

82,044.219 

12316 

102,944379 
7,034,918 

152,020,796 

114386,415 

82,044319 

123I6 

90.148.791 
85.900.887 

134390346 

103340.618 

94.863.624 

12316 

117J30.280 

39339.693 

71.710.432 

111.885.242 

16,486317 

3,171.020388 

196,442,950 

3367.463338 

3.578,525,470 

2,821 

2.821 

1 20,630 

12'».5 17.496 

4:.513.80<) 

78.065.015 

126.593.416 

18,755.183 

3,456,789,676 

208,093365 

3.664.883.041 

3.'»4'».  104.4 13 

5386,992 

1,855.420 

3.411,204 

5353,268 

1,008,831 

137,770,670 

7.228352 

144,999,222 

252.535.600 

50.109 

4.928 

22,128 

43,848 

41,781 

1.839.014 

584,700 

2,423,714 

4.290.032 

2,794 

6.475 

9,010 

114,855 

218,856 

114,855 
218356 

215.409 
l'»1.464 

5.639.895 

1.860.348 

3,43'>.807 

5,406.126 

1.050,612 

139,943395 

7.813.252 

147,756.647 

:5-.  233.005 

200,280.113 

200.280,113 

IW  JO  1.580 

208.093365 

208,093365 

211.031,045 

123.877.601 

40.653.461 

74,625.208 

121.187.290 

17.704.571 

3316,846,281 

3316.846381 

3,4y2.56'>.828 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Combined  Statement  of  Changes  in  Plan  Net  Assets  -  Defined  Benefit  and  Defined  Contribution 

for  the  Year  Ended  June  30,  2001  -  with  Comparative  Totals  for  June  30.  2000 


Additions 

Contributions  (Note  B) 

Employer 
Plan  Member 
Membership  Fees 
Interest  Reserve  EJuyback 
Retirement  Incentive  Program 
Registration  Fees 
License  Fee  Collections 


Investment  Income  (Note  A3) 

Net  Appreciation  (Depreciation) 

m  Fair  Value  of  Investments 
Interest 
Dividends 
Securities  Lending  Income 


Deductions  (Note  B) 
EJenefits 

Refund  of  Member  Contributions 
Employer  Refund 
Supplemental  Insurance  Payments 


PERS 

MPORS 
Defined 

CWPORS 

Defined 

Defined 

Education 

Defined 

Benefit 

Contribution 

Fund 

Benefit 

Benefit 

;         53,208,202 

768,130 

3,015,027 

1365,869 

57,098,410 

1,912,876 

1303,463 

393 

20398 

1,241 

2,909 

228,442 

Miscellaneous  Revenue 
State  Contnbution 

2,177 
382.481 

5 

15 

6,147,915 

Tolal  Conlnbutions 

110,940303 

5 

768,145 

11,077,059 

2,672,241 

Operating  Income 

Operating  Income 

25300 

Tolai  Operating  Income 

25300 

(319,487,695) 

(12,144,750) 

(3323,661) 

158,860,226 

4,020 

51,791 

53»1,744 

1369,432 

14348,639 

664,423 

174,025 

10,197,159 

29 

368 

494,038 

130,062 

(135,881,671) 

4,049 

52,159 

(5,601345) 

(1,450,142) 

Less: 

Investment  Eatpense 

Securities  Lending  Rebates  and  Fees 

2,899379 
9,788,409 

28 

357 

88,213 

475,478 

23,437 
125,100 

12,687,788 

28 

357 

563.691 

148337 

Nel  Investment  Income 

(148,569,459) 

4,021 

51.802 

(6,165,236) 

(1398.679) 

Total  Additions 

(37,603,456) 

4,026 

819,947 

4,911,823 

1,073.562 

101346,131 

11,873315 

189,933 


9,124306 

1,235308 

385,694 

212,136 

44,450 

4,400 

Administrative  Expense                                                              2,142,108 
Other  Expenses                                                                                 6,643 

270,458 

132356 

M,744 

30,097 

Total  Deduaions                                                  1 1 5,758330 

270,458 

132,556 

9,609394 

1,481,941 

jVff  Increase  (Decrease)                                               (153361,786) 
Net  Assets  Held  in  Trust  for  Pension  Benefits 

Beginning  of  Year                                                              2,930,711,478 

(266,432) 
(334.262) 

687391 
719,224 

(4,697371) 
132.166.889 

(408379) 
33377,983 

Prior  Period  Adjustment                                                              (12.072) 

15.687 

End  of  Year                                                                  S     2,777337,620 

(585.007) 

1,406.615 

127.469318 

33.169.604 

The  notes  tollie  financial  statements  are  an  integral  part  of  this  statement. 
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Pension  TrusI  Kiinds 


SR.S 

.IKS 

IIPORS 

HKS 

\Kt  \ 

Defined 

Defined 

Defined 

Defined 

Defined 

TOTALS 

Benefit 

Benefit 

Benefit 

Benefit 

Benefit 

2001 

2000 

2,227,284 

943,533 

1,924,842 

2372,758 

65,825.645 

60,861,531 

2,223J06 

255,896 

71 1,536 

1,742,074 

65^4736! 
393 

60,819,423 

312 

38,813 

4,943 

335,107 
717,068 

68304 

228,442 

335,107 

717,068 

2,197 

74,617 
335,961 
279,577 
601,565 

5368,661 

1,002.992 

12,902,049 

12,495,771 

4.489,403 

1,199,429 

3,693,496 

9.483,493 

1,002,992 

145326.766 

135,468,757 

25300 

61,200 

25300 

61,200 

(12,615.723) 

(4,290388) 

(7,983,070) 

(11,855,160) 

(1,148,785) 

(372,849,432) 

102,912,408 

5,634,872 

1,943,091 

3,798340 

5,268,216 

841326 

183356,258 

129,729,205 

671,263 

214,523 

402,933 

649394 

60,136 

17385336 

20,108376 

490JI61 

167.488 

304,652 

4M358 

85.599 

12334,114 

13.123.029 

(5,819.227) 

(1.965.486) 

(3.476.945) 

(5,473,192) 

(161.724) 

(159,773,724) 

265.873.218 

88,287 

35.401 

58J33 

76.855 

16,205 

3,286,110 

3.046,856 

471,905 

161.059 

293.186 

447.033 

82.466 

11,845,021 

12,594,951 

560.192 

196.460 

351319 

523.888 

98.671 

15,131.131 

15.641.807 

(6.379.419) 

(2.lbl.946) 

(3.828.464) 

(5.997.080) 

(260395) 

(174.904,855) 

250.231.411 

(1.890.016) 

(962.517) 

(134.968) 

3.486.413 

742397 

(29352,589) 

385.761368 

3,293,535 

1,430,623 

4,624,420 

8,017,761 

881,855 

130,154,139 

122.946366 

372,665 

85368 

44J49 

'        12,973.827 

12,979,102 

4,927 

11.775 

243,710 
1 1,775 

386.285 
11.250 

42.895 

4.740 

21,803 

43368 

41.710 

2,784,479 
6,643 

1.965.542 
14.992 

3.714.022 

1.435.363 

4.731.791 

8.I053''8 

935340 

146,174373 

138303.537 

(5.604.038) 

(2.397,880) 

(4.866.759) 

(4.618.965) 

(192.743) 

(175,727,162) 

247.457.831 

129,481,639 

43.05 1J41 

79.491.967 

125.806.255 

17.897314 

3,492369,828 

3.245.111,997 

3,615 

123.877.601 

40.653.461 

74.625.208 

121,187.290 

17.704371 

3316,846.281 

3.492.569.828 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

457  Plan 

Statement  of  Revenues,  Expenditures  and 

Changes  in  Fund  Balance  -  Expendable  Trust  Fund 

for  the  Year  Ended  June  30,  2001  ■  with  Comparative  Totals  for  June  30.  2000 


Revenues 

Contributions 

Member  Contributions 
Employer  Contributions 


Total  Expendable  Trust  Fund 


2001 


12,010,172     $ 
21351 


2000 


12,294,192 


Tola!  Contributions 


12,031,523 


12.294,192 


Investment  Income 

Net  Appreciation  (Depreciation) 
in  Fair  Value  of  Investments 
Investment  Contracts  (Earnings) 
Securities  Lending  Income 


(17,462033) 
14,488,105 
487,613 


3,048,966 

11,694,061 

552,602 


Total  Investment  Income 

(2,486,515) 

15,295.629 

Less: 

Securities  Lending  Rebates  and  Fees 

475,193 

535,578 

(2,961,708) 

14.760.051 

Other  Financing  Sources 

232,482 

370.533 

Total  Revenues 

9,302,297 

27.424.776 

Expenditures 
Refunds 

Administrative  Expense 
Miscellaneous  Expense 


7,101,578 

6,943,620 

175,011 

71,338 

162,046 

157.193 

Total  Expenditures 

7.438,635 

7.172.151 

Revenues  in  Excess  of  Expenditures 

1,863,662 

20.252.625 

Other  Financing  Uses 

fi/et  Increase  (Decrease) 

809,115 

1,054347 

894,712 
19.357.913 

Fund  Balance  Beginning  of  Year 

199,301380 

179.924.242 

Prior  Period  Adjustment 

(76,014) 

19.425 

Fund  Balance  End  ofYear 

S 

200,280,113     $ 

199.301.580 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Notes  to  the  Financial  Statements 

for  the  Fiscal  Years  Ended  June  30,  2001  and  2000 


The  Public  Employees'  Retirement 
Board  (PERB)  administers  eight 
defined  benefit  retirement  plans 
and  a  deferred  compensation  plan.  The 
PERB  is  also  in  the  process  of  developing  a 
defined  contribution  retirement  plan  and  the 
related  member  education.  The  defined 
benefit  retirement  plans  are  the  Public  Em- 
ployees' Retirement  System  (PERS),  Mu- 
nicipal Police  Officers'  Retirement  System 
(MPORS),  Game  Wardens'  and  Peace  Offi- 
cers' Retirement  System  (GWPORS),  Sher- 
iffs' Retirement  System  (SRS),  Judges'  Re- 
tirement System  (JRS),  Highway  Patrol  Of- 
ficers' Retirement  System  (HPORS),  Fire- 
fighters' Unified  Retirement  System 
(FURS),  and  the  Volunteer  Firefighters' 
Compensation  Act  (VFCA).  The  deferred 
compensation  plan  (IRC  §  457)  is  available 
to  employees  of  state  and  local  subdivi- 
sions. The  defined  contribution  retirement 
plan  will  be  available  beginning  July  1, 
2002,  to  the  members  of  the  PERS.  The 
member  education  is  the  means  by  which 
the  PERS  members  will  be  given  the  neces- 
sary tools  to  decide  between  participating  in 
the  defined  benefit  retirement  plan  (PERS- 
DBRP)  or  defined  contribution  retirement 
plan  (PERS-DCRP).  The  assets  of  each  plan 
are  maintained  separately,  including  mem- 
ber education,  and  may  be  used  only  for  the 
payment  of  benefits  to  the  members  of  that 
plan  and  to  pay  administrative  expenses  of 
that  plan,  in  accordance  with  the  terms  of 
each  plan  as  prescribed  in  Title  19,  of  the 
Montana  Code  Annotated  (MCA). 


A.  Summary  of  Significant  Account- 
ing Policies 

1.    Basis  OF  ACCOUNTING 

The  PERB  is  a  discretely  presented 
component  unit  Pension  Trust  Fund  and 
Expendable  Trust  Fund  of  the  State  of 
Montana  financial  reporting  entity.  The 
accounting  records  and  financial  state- 
ments are  prepared  by  the  Montana  Pub- 
lic Employee  Retirement  Administration 
(MPERA),  staff  of  the  PERB,  using  the 
accrual  basis  of  accounting  for  the  Pen- 
sion Trust  Funds  and  the  modified  ac- 
crual basis  of  accounting  for  the  Ex- 
pendable Trust  Fund. 

For  the  defined  benefit  plans,  reported 
as  pension  trusts,  member  contributions 
are  recognized  in  the  penod  in  which 
contributions  are  due.  Employer  contri- 
butions are  recognized  when  due  and 
the  employer  has  made  a  formal  com- 
mitment to  provide  the  contributions. 
Revenues  are  recognized  in  the  account- 
ing period  in  which  they  are  earned  and 
become  measurable.  Expenses  are  rec- 
ognized in  the  period  incurred,  if  meas- 
urable. Administrative  expenses  are  fi- 
nanced througli  the  investment  earnings 
on  the  pension  trust  fund  in  each  plan. 

The  457  plan  is  reported  as  an  expend- 
able trust.  Under  the  modified  accrual 
basis  of  accounting,  revenues  are  recog- 
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nized  when  they  are  measurable  and 
available  and  expenditures  are  recognized 
when  they  occur.  Participants  are  charged 
fees  based  on  individual  account  bal- 
ances. The  vendor  withholds  fees  and  af- 
ter payment  of  the  vendor's  contractual 
expenses  the  excess  fees  are  submitted  to 
the  PERB.  The  excess  fees  are  used  to 
pay  the  Board's  deferred  compensation 
related  administrative  expenses.  The  ad- 
ministration of  the  457  plan  was  trans- 
ferred from  Department  of  Administra- 
tion (DOA)  to  the  PERB  effective  July  1, 
1999. 

The  presentation  of  the  expendable  trust 
is  changed  for  fiscal  year  2001.  The  pen- 
sion trust  funds  are  presented  in  the  Com- 
bined Statement  of  Changes  in  Plan  Net 
Assets  and  the  expendable  trust  fund  is 
presented  separately  in  the  Statement  of 
Revenues,  Expenditures  and  Changes  in 
Fund  Balance.  For  this  reason,  the  sum  of 
the  two  statements  in  this  report  will 
match  the  comparative  totals  presented  in 
the  Combined  Statement  of  Changes  in 
Plan  Net  Assets  and  Changes  in  Fund 
Balance  found  in  the  fiscal  year  2000  re- 
port. The  prior  period  adjustments  for  the 
PERS-DBRP  and  PERS-DCRP  include 
administrative  expenses  that  were  inad- 
vertently deducted  from  the  PERS-DBRP 
financial  statements  in  fiscal  year  2000. 
The  expenses  were  correctly  paid,  but  re- 
sult in  the  presentation  of  a  prior  period 
adjustments  due  to  fiscal  year  2000  pres- 
entation. One  of  the  above  expenses  also 
impacted  the  457  plan.  The  457  plan  also 
includes  the  correction  of  457  fixed  in- 
vestment expenses  paid  to  the  vendors  in 
fiscal  year  2000. 

In  the  Statement  of  Plan  Net  Assets/ 
Balance  Sheet  for  the  Expendable  Trust 


Fund,  the  MPERA  recorded  a  receivable 
and  corresponding  payable.  This  amount 
represents  a  receivable  from  Great  West 
and  a  payable  to  the  general  fund  for  an 
amount  of  money  discovered  not  on  de- 
posit with  the  State  of  Montana,  Treasury 
Unit  in  fiscal  year  2000.  The  money  was 
recovered  from  Great  West  in  September 
2001. 

2.  Property  and  Equipment  Used  in  Op- 
erations 

The  PERB  building  was  a  fixed  asset 
used  in  operations  but  was  transferred  to 
the  Montana  Board  of  Investments  (BOI), 
Department  of  Commerce,  on  December 
1,  2000,  to  be  included  as  a  PERS  trust 
investment  asset.  Equipment,  valued  at 
$5,000  or  more,  is  recorded  at  cost  less 
straight-line  depreciation  over  the  esti- 
mated usefiil  life  of  five  to  ten  years. 
Equipment  under  $5,000  is  expensed  in 
the  year  purchased. 

3.  Method  Used  to  Value  Investments 

Retirement  plan  assets  are  invested  and 
the  investments  are  managed  on  behalf  of 
the  plans  by  the  Montana  Board  of  Invest- 
ments (BOI),  Department  of  Commerce. 
Investments  are  purchased  in  accordance 
with  the  statutorily  and  constitutionally 
mandated  "prudent  expert  principle."  In- 
vestments are  reported  at  fair  value.  As  of 
June  30,  2001,  there  were  four  major  di- 
versified pools,  one  less  than  in  fiscal 
year  2000,  Montana  Short  Term  Invest- 
ment Pool  (STIP),  Montana  Stock  Pool 
(MTCP),  Refirement  Funds  Bond  Pool 
(RFBP)  and  Montana  International  Pool 
(MTIP).  The  Montana  Real  Estate  Pool 
(MTRP)  was  liquidated  between  March  1 
and  June  1,  2001.  At  June  30,  2001,  the 
MTRP  had  a  balance  of  zero. 
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The  deferred  compensation  plan  assets 
are  invested  and  managed  on  the  plans' 
behalf  by  the  BOl,  State  Street  Research/ 
Wells  Fargo  and  selected  mutual  funds. 
Investments  are  reported  at  fair  value.  As 
of  June  30,  2001,  the  BOl  managed  the 
Montana  Short  Term  Investment  Pool 
(STIP)  and  Trust  Fund  Bond  Pool 
(TFBP).  A  separate  account  is  managed 
by  State  Street  Research  and  the  custodial 
bank.  Wells  Fargo  (SSRAVF).  The  com- 
bination of  these  investments  total  the 
fixed  investment.  Great  West  Life  &  An- 
nuity Insurance  Co.,  the  third  party  record 
keeper,  tracks  and  reports  the  daily  trad- 
ing and  valuations  of  all  investment  op- 
tions including  the  assets  held  by  the  indi- 
vidual mutual  fund  companies. 

The  following  are  PERB  summaries  of 
the  BOI's  fiscal  year  end  statements,  the 
SSR/WF  contract  and  a  statement  about 
the  variable  investment. 

STIP  portfolio  includes  asset-backed  se- 
curities, variable-rate  (floating-rate)  in- 
struments and  covered  options.  These  se- 
curities provide  a  diversified  portfolio 
earning  a  competitive  total  rate  of  return. 
Funds  may  be  invested  for  relatively  short 
periods.  State  agencies  are  legally  re- 
quired to  invest  in  STIP  and  the  PERB 
elects  to  have  all  STIP  income  automati- 
cally reinvested.  Investments  are  reported 
at  fair  value  based  on  market  prices  sup- 
plied to  the  BOl  by  various  pricing  ser- 
vices. The  unit  value  is  fixed  at  SI. 00.  A 
purchased  unit  earns  income  on  the  pur- 
chase date  and  ceases  to  earn  income  on 
the  day  before  the  unit  is  sold.  STIP  in- 
come refiects  the  monthly  earnings  of  the 
STIP  portfolio  and  is  distributed  on  the 
first  calendar  day  of  the  month  with  the 
exception  of  the  June  distribution.  Income 


for  June  is  distributed  on  the  last  calendar 
day  of  the  month.  Administrative  ex- 
penses incurred  by  the  BOl  arc  charged 
daily  to  STIP  based  on  their  expenses  ap- 
plicable to  STIP.  STIP  investments  are 
required  to  have  the  highest  rating  in  the 
short  term  category  by  any  Nationally 
Recognized  Statistical  Rating  Organiza- 
tion. STEP  is  considered  an  external  in- 
vestment pool  per  the  Governmental  Ac- 
counting Standards  Board  (GASB)  State- 
ment No.  31  and  is  classified  as  a  "2a7- 
like"  pool.  STIP  is  not  registered  with  the 
Securities  and  Exchange  Commission 
(SEC)  but  does  operate  in  a  manner  con- 
sistent with  SEC  rules.  Disclosure  about 
Derivatives:  STIP  holds  two  types  of  se- 
curities that  are  required  to  be  disclosed 
per  the  GASB.  1)  Asset-backed  securities 
are  collateralized  by  a  pool  of  mortgage 
and  non-mortgage  assets  pledged  by  the 
issuer.  2)  Variable-rate  (floating  rate)  se- 
curities are  sensitive  to  interest  rate 
changes.  There  are  no  legal  risks  that  the 
BOl  is  aware  of  regarding  any  STIP  in- 
vestments. 

MTCP  portfolio  includes  common  stock, 
convertible  equity  securities  and  equity 
derivatives.  In  June  2000,  the  BOl  ap- 
proved a  staff  recommendation  to  securi- 
tize  cash  by  investing  in  an  equity  deriva- 
tive, the  State  Street  Stock  Performance 
Index  Futures  Fund  (SPIFF).  Effective 
July  19,  2000,  Montcomp  sold  all  STIP 
holdings  and  invested  those  proceeds  in 
SPIFF.  Portfolio  cash  is  swept  daily  into 
SPIFF  maintaining  100%  equity  exposure 
through  holdings  of  stock  index  futures. 
MTCP  is  carried  at  fair  value  for  financial 
reporting  purposes.  The  value  of  units 
purchased  increased  from  zero  in  fiscal 
year  2000  to  S75  million  in  fiscal  year 
2001.  The  fiscal  year  2001  increase  is  at- 
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tributed,  primarily,  to  the  investment  of 
cash  proceeds  from  participants'  sale  of 
Montana  Real  Estate  Pool  (MTRP)  units. 
On  August  17,  2000,  shareholders  re- 
ceived one  MTCP  share  for  each  MTCP 
share  held  as  the  result  of  a  2:1  split.  Eq- 
uity investments,  traded  on  a  national  se- 
curity exchange,  are  stated  at  the  last- 
reported  sales  price  on  valuation  day.  Se- 
curity transactions  are  recorded  as  of 
trade  date  rather  than  settlement  date; 
therefore,  the  MTCP  portfolio  at  June  30 
may  include  receivables  from  brokers  for 
securities  sold  but  not  delivered,  and  pay- 
ables to  brokers  for  securities  purchased 
but  not  received.  Effective  April  1,  2000, 
the  unit  values  are  calculated  daily. 
MTCP  income  available  for  distribution 
is  distributed  on  the  first  business  day  of 
each  month.  Units  are  bought/sold  upon 
the  decision  of  the  BOI's  Investment  Of- 
ficer. 

RFBP  portfolio  includes  corporate  asset- 
backed,  other  corporate,  U.S.  government 
mortgage-backed,  U.S.  government  and 
Yankee  securities.  RFBP  investments  are 
presented  at  fair  value.  Fair  values  are  de- 
termined, primarily,  by  reference  to  fair 
prices  supplied  to  the  BOI  by  its  custodial 
bank.  State  Street  Bank  and  Trust.  Premi- 
ums and  discounts  are  amortized/accreted 
using  the  straight-line  or  interest  method 
to  the  call,  average  life  or  maturity  date  of 
the  securities.  Unit  values  are  calculated 
weekly  and  at  month  end,  based  on  port- 
folio pricing,  to  allow  for  participant 
transactions  to  occur  as  determined  by  the 
BOFs  Investment  Officer.  The  June  30, 
2001  unit  value  of  $102.04  increased 
from  the  June  30,  2000  unit  value  of 
$97.51.  Interest  rates  declined  during  the 
fiscal  year,  which  has  the  effect  of  in- 
creasing bond  prices  and  the  pool  unit 


value.  Accumulated  income  is  distributed 
monthly  on  the  first  calendar  day  of  the 
month.  Realized  portfolio  gains/losses  are 
distributed  at  least  annually.  Disclosure 
about  Derivatives:  The  RFBP  portfolio 
includes  structured  financial  instruments 
known  as  REMICs  (Real  Estate  Mortgage 
Investment  Conduits).  These  securities 
are  required  to  be  disclosed  per  the 
GASB.  REMICs  are  pass-through  vehi- 
cles for  multiclass  mortgage-backed  secu- 
rities. Some  REMICs  are  principal-only 
strips  (POs)  and  interest-only  strips  (lOs). 
As  of  June  30,  2001  and  June  30,  2000, 
the  Rite  Aid  Corporation  presented  a 
credit  risk  to  the  BOI.  The  BOI  owns  a 
$7,000,000  par,  7.13%  bond  maturing 
January  15,  2007.  In  May  2000,  the  BOI 
was  subordinated  to  a  secured  bank  line 
of  credit  on  this  issue  and  the  bond  rat- 
ings were  downgraded  by  the  Moody's 
and  the  Standard  &  Poor's  bond  ratings 
agencies.  Based  on  this  subordination  and 
ratings  downgrade,  the  BOI  reduced  the 
book  value  to  $5,600,000  as  of  June  30, 
2000.  During  fiscal  year  2001,  the  book 
value  was  further  reduced  to  $4,200,000. 
Due  to  an  improving  credit  trend,  amorti- 
zafion  was  resumed  in  June  2001.  The 
book  value  of  this  security  at  June  30, 
2001  is  $5,220,172.  As  of  June  30,  2001, 
Asarco  Inc.,  Burlington  Industries  Inc. 
and  Service  Corp.  presented  credit  risks 
to  the  BOI.  The  RFBP  holds  a  $7,000,000 
par,  7.875%  Asarco  Inc.  bond  maturing 
April  15,  2013.  Due  to  bond  rating  down- 
grades, high  leverage  and  increased  pro- 
duction costs,  the  book  value  of  this  secu- 
rity was  reduced  to  $5,600,000  as  of  June 
30,  2001.  The  BOI  owns  a  Buriington  In- 
dustries, Inc.,  $6,000,000  par,  7.25% 
bond  maturing  September  15,  2005.  In 
September  2000,  the  company  announced 
a  reduction  of  stockholders  equity.  Due  to 
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an  increasing  senior  bank  line  and  declin- 
ing credit  trend,  the  bond  ratings  for  this 
issue  were  downgraded,  in  May  2001,  by 
the  Moody's  and  Standard  and  Poor's  rat- 
ing agencies.  During  fiscal  year  2001,  the 
book  value  of  Burlington  Industries  Inc. 
was  reduced  to  $2,400,000.  The  RFBP 
holds  two  issues  of  Service  Corp.  These 
issues  include  a  $5,000,000  par,  6.875% 
bond  maturing  October  1,  2007,  and  a 
$5,000,000  par  6%  bond  maturing  De- 
cember 15,  2005.  In  January  2001,  the 
bond  ratings  for  these  two  issues  were 
downgraded  by  the  Moody's  and  Stan- 
dard and  Poor's  rating  agencies.  The  book 
value  of  these  two  issues  was  reduced  to 
$4,000,000  each  as  of  June  30,  2001. 

MTIP  portfolio  includes  equity  invest- 
ments in  four  funds  -  BOI's  Internal  In- 
ternational, and  three  externally  managed 
funds:  Pyrford  International,  Schroder  In- 
vestment Management  NA  (formerly 
Schroder  Capital  Management  Interna- 
tional), and  SG  Pacific  Asset  Manage- 
ment Inc.  The  four  funds  invest  in  securi- 
ties of  foreign-based  corporations  listed 
on  legal  and  recognized  foreign  ex- 
changes as  well  as  domestic  exchanges. 
Investments  are  presented  at  current  U.S. 
dollar  after  conversion  from  foreign  cur- 
rency by  the  custodial  bank.  State  Street 
Bank  and  Trust.  Unit  values  are  calcu- 
lated weekly  and  once  a  month  at  the 
close  of  the  last  business  day  of  the 
month  based  on  fair  value  of  MTIP  equity 
holding,  other  assets  and  liabilities.  Real- 
ized gains/losses  from  the  sale  of  securi- 
ties and  related  foreign  exchange  transac- 
tions are  retained  by  the  fund.  MTIP  in- 
come is  distributed  at  least  quarterly  to 
the  retirement  fund,  net  of  external  man- 
ager fees  and  administrative  expenses,  on 
the  first  business  day  of  the  following 
month.  As  of  June  30,  2001  and  2000,  the 


BOI  was  unaware  of  any  legal,  market  or 
credit  risks  regarding  the  MTIP. 

MTRP  portfolio  included  common  or 
preferred  stocks  or  securities,  securities 
convertible  into  common  stock  and  pre- 
ferred stocks.  MTRP  common  stock  rep- 
resented ownership  units  (shares)  of  a 
corporation  investing  in  real  estate. 
MTRP  was  created  by  the  BOI  to  allow 
retirement  funds  the  opportunity  to  par- 
ticipate in  the  Real  Estate  Investment 
Trust  (REIT)  equity  market  and  other  real 
estate  investments  via  a  diversified  pool. 
On  March  1,  2001,  the  BOI  approved  liq- 
uidation of  the  MTRP  to  benefit  future 
pension  fund  investment  performance.  A 
REIT  is  a  corporation  that  combines  the 
capital  of  many  investors  to  acquire  or 
provide  financing  for  all  forms  of  real  es- 
tate. Investments  are  presented  at  fair 
value.  REIT  investments,  on  valuation 
day,  are  stated  at  the  closing  price  of  the 
security's  primary  exchange.  Amortized 
cost  represented  the  REIT  secunty  pur- 
chase price  plus  a  fixed  commission 
where  applicable.  The  MTRP,  as  an  inter- 
nal investment  pool,  invested  its  excess 
cash,  by  law,  in  the  BOI's  STIP,  an  exter- 
nal investment  pool.  Unit  values  are  cal- 
culated weekly  and  at  the  close  of  the  last 
business  day  of  the  month,  based  on  the 
fair  value  of  REIT  holdings.  Based  on  the 
BOI  Investment  Officer's  decision,  par- 
ticipants were  allowed  to  buy  or  sell  units 
on  the  first  business  day  of  each  month. 
Income  available  for  distribution  was  dis- 
tnbuted  on  the  first  business  day  of  each 
month.  The  BOI  approved  liquidation  of 
the  MTRP  resulted  in  the  sale  of  all  REIT 
securities.  Proceeds  from  the  sale  of  secu- 
rities were  invested  in  the  STIP.  On  May 
2,  2001,  the  STIP  investment  was  liqui- 
dated and  the  related  STIP  earnings  were 
distributed  to  the  MTRP  participants  as  of 
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June  1,  2001.  All  units  outstanding  were 
sold  in  March,  April  and  May  2001  at 
unit  pnces  of  $496,  $487  and  $477,  re- 
spectively. As  of  June  30,  2001,  all  ac- 
counts related  to  the  Montana  Real  Es- 
tate Pool  reported  a  zero  balance. 

Other  Investments  include  venture 
capital,  leveraged  buy-outs,  real  estate, 
mortgages  and  loans  for  the  pension 
trust  funds.  Venture  capital  represents 
private  equity  investments  in  early-stage 
financing  of  rapidly  growing  companies 
with  an  innovative  product  or  service. 
Leveraged  buy-outs  permit  investment 
groups  to  acquire  a  company  by  lever- 
aging debt,  as  a  financing  technique,  to 
establish  a  significant  ownership  posi- 
tion on  behalf  of  the  company's  current 
management  team.  The  Other  Invest- 
ments portfolio  holds  real  estate  invest- 
ments for  the  pension  trust  funds.  In- 
vestments held,  in  part,  for  the  PERS 
include  the  IBM  building  at  100  North 
Park  in  Helena,  MT;  a  three  story  build- 
ing at  2401  Colonial  Drive  in  Helena, 
MT;  property  located  on  California 
Street  in  Helena,  MT;  and  an  office 
building  to  be  constructed  in  Bozeman, 
MT.  The  BOI  also  holds  the  building 
located  at  1712  Ninth  Avenue  in  He- 
lena, MT  for  the  sole  benefit  of  the 
PERS.  This  building  was  transferred 
December  1,  2000  to  the  BOI.  The  real 
estate  investments  and  residential  and 
multi-family  mortgages  are  valued 
based  on  a  discounted  cash  flow.  Premi- 
ums and  discounts  are  amortized/ 
accreted  using  the  straight-line  or  inter- 
est method  to  the  call,  average  life  or 
maturity  date  of  the  securities.  All  other 
investments  are  presented  at  fair  value. 
Fair  values  are  determined,  pnmarily, 
by  reference  to  fair  value  prices  sup- 


plied to  the  BOI  by  its  custodial  bank. 
State  Street  Bank  and  Trust.  As  of  June 
30,  2001,  the  BOI  was  unaware  of  any 
legal  risks  regarding  the  other  invest- 
ments. The  sale  of  pool  units  in  fiscal 
year  2001  fi-om  the  MTCP,  MTRP, 
RFBP  and  TFBP  resulted  in  a  net  gain 
of  $127.8  million  to  participants.  Of  this 
gain  $66  million  is  attributed  to  the  clo- 
sure of  the  MTRP  and  $60  million  re- 
lates to  an  asset  allocation  investment 
decision  to  sell  MTCP  units. 

SSRAVF  portfolio  includes  publicly 
traded,  dollar  denominated  fixed  income 
securifies  including  U.S.  Governments, 
mortgages,  corporates,  asset-backed  se- 
curities, Yankees,  and  cash  equivalents. 
Private  placements  issued  under  rule 
144a  are  permissible.  Investments  are 
reported  at  fair  value.  State  Street  Re- 
search values  the  investment  as  of  the 
settlement  date.  Wells  Fargo,  the  custo- 
dial bank,  values  the  investment  as  of 
the  trade  date.  The  objective  is  to  out- 
perform the  total  return  of  the  bench- 
mark over  a  full  market  cycle,  thus  pro- 
viding attractive  credited  rates  to  plan 
participants.  Lehman  Brothers  Interme- 
diate Government/Corporate  Index  is 
the  benchmark.  No  more  than  5%  of  the 
portfolio  may  be  invested  in  any  issuer 
at  the  time  of  purchase.  Each  permitted 
investment  category  shall  be  limited  as  a 
percentage  of  market  value  of  the  ac- 
count in  accordance  with  the  investment 
guidelines.  There  is  no  limit  on  the  U.S. 
Government  securities. 

TFBP  portfolio  includes  corporate  as- 
set-backed, other  corporate,  U.S.  gov- 
ernment mortgage-backed,  U.S.  govern- 
ment, Yankee  securities  and  cash  invest- 
ments.  The  State  of  Montana  section 


A-M 


457  deferred  compensation  plan  invest- 
ments became  a  pool  participant  on 
Apnl  1,  1997.  TFBP  investments  are 
presented  at  fair  value.  Fair  values  for 
securities  are  determined  primarily  by 
reference  to  market  prices  supplied  to 
the  BOI  by  its  custodial  bank.  State 
Street  Bank  and  Trust.  Premiums  and 
discounts  are  amortized/accreted  using 
the  straight-line  or  interest  method  to 
the  call,  average  life  or  matunty  date  of 
the  secunties.  Unit  values  are  calculated 
weekly  and  at  month  end,  based  on  port- 
folio pricing,  to  allow  for  participant 
transactions  to  occur  as  determined  by 
the  BOI  Investment  Officer.  The  June 
30,  2001  unit  value  of  $97.18  increased 
from  a  June  30,  2000  unit  value  of 
S92.86.  Security  transactions  are  re- 
corded as  of  trade  date  rather  than  settle- 
ment date;  therefore,  the  TFBP  portfolio 
at  June  30  may  include  receivables  from 
brokers  for  securities  sold  but  not  deliv- 
ered, and  payables  to  brokers  for  securi- 
ties purchased  but  not  received.  Accu- 
mulated income  is  distributed  monthly 
on  the  first  calendar  day  of  each  month. 
Realized  portfolio  gains/losses  are  dis- 
tributed at  least  annually  to  the  partici- 
pants. Disclosure  about  Derivatives: 
The  TFBP  includes  structured  financial 
instruments  known  as  REMICs  (Real 
Estate  Mortgage  Investment  Conduits). 
The  GASB  requires  these  secunties  to 
be  disclosed.  REMICs  are  pass-through 
vehicles  for  multiclass  mortgage-backed 
securities.  Some  REMICs  are  principal- 
only  stnps  (POs).  The  Rite  Aid  Corpo- 
ration presented  a  credit  risk  to  the  BOI 
as  of  June  30,  2001  and  June  30,  2000. 
The  BOI  owns  a  53,000,000  par,  7.13% 
bond  maturing  January  15,  2007.  In 
May  2000,  the  BOI  was  subordinated  to 
a  secured  bank  line  of  credit  on  this  is- 


sue and  the  bond  ratings  were  down- 
graded by  the  Moody's  and  Standard  & 
Poor's  bond  ratings  agencies.  Based  on 
this  subordination  and  ratings  down- 
grade, the  book  value  was  reduced  to 
52,400,000  as  of  June  30,  2000.  During 
fiscal  year  2001,  the  book  value  was 
further  reduced  to  51,800,000.  Due  to  an 
improving  credit  trend,  amortization 
was  resumed  in  June  2001.  The  book 
value  of  this  security  at  June  30,  2001  is 
52,236,706.  As  of  June  30,  2001, 
Asarco  Inc.,  Burlington  Industries  Inc. 
and  Service  Corp.  presented  credit  risks 
to  the  BOI.  The  TFBP  holds  a 
55,000,000  par,  7.875%  Asarco  Inc. 
bond  maturing  April  15,  2013.  Due  to 
bond  rating  downgrades,  high  leverage 
and  increased  production  costs,  the  book 
value  of  this  security  was  reduced  to 
$4,000,000  as  of  June  30,  2001.  The 
BOI  owns  a  Burlington  Industries,  Inc., 
54,000,000  par,  7.25%  bond  maturing 
September  15,  2005.  In  September 
2000,  the  company  announced  a  reduc- 
tion of  stockholders  equity.  Due  to  an 
increasing  senior  bank  line  and  declin- 
ing credit  trend,  the  bond  ratings  for  this 
issue  were  downgraded,  in  May  2001, 
by  the  Moody's  and  Standard  and 
Poor's  rating  agencies.  During  fiscal 
year  2001,  the  book  value  of  Burlington 
Industries  Inc.  was  reduced  to 
$1,600,000.  The  TFBP  holds  a 
55,000,000  par  6%  bond  matunng  De- 
cember 15,  2005.  In  January  2001,  the 
bond  ratings  for  this  issue  was  down- 
graded by  the  Moody's  bond  rating 
agency.  The  book  value  of  this  issue 
was  reduced  to  $4,000,000  each  as  of 
June  30,  2001. 

Variable  assets  are  held  and  managed 
by  a  selection  of  retail  and  institutional 
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mutual  funds  which  covers  all  asset 
classes  and  categories.  This  selection  is 
designed  to  provide  plan  participants 
with  the  ability  to  diversify  and  meet 
their  individual  investment  goals  and 
strategies.  These  funds  are  reviewed  an- 
nually by  the  PERB  with  the  advice  of 
the  Employee  Investment  Advisory 
Council  (EIAC)  created  by  19-3-2133, 
MCA.  The  PERB  along  with  the  assis- 
tance of  this  Council  and  an  independ- 
ent contracted  third  party  consultant, 
chooses  and  retains  funds.  The  goal  of 
this  selection  process  is  to  meet  the  per- 
formance standards  established  in  the 
Investment  Policy  Statement  adopted  by 
the  PERB.  A  listing  of  the  mutual  funds 
can  be  obtained  by  contacting  the 
MPERA. 

Securities  Lending,  governed  under  the 
provisions  of  state  statutes,  authorizes 
the  custodial  bank.  State  Street  Bank 
and  Trust,  to  lend  the  BOI's  securities  to 
broker-dealers  and  other  entities  with  a 
simultaneous  agreement  to  return  the 
collateral  for  the  same  securities  in  the 
future.  This  is  accomplished  by  the  BOI 
via  a  Securities  Lending  Authorization 
Agreement.  During  the  period  the  secu- 
rities are  on  loan,  the  BOI  receives  a  fee 
and  the  custodial  bank  must  initially  re- 
ceive collateral  equal  to  102  percent  of 
the  fair  value  of  the  loaned  security  and 
maintain  collateral  equal  to  not  less  than 
100  percent  of  the  fair  value  of  the 
loaned  security.  The  BOI  retains  all 
rights  and  risks  of  ownership  during  the 
loan  period.  During  fiscal  year  2001, 
State  Street  Bank  and  Trust  loaned,  on 
behalf  of  the  BOI,  certain  securities  held 
by  State  Street  Bank  and  Trust,  as 
custodian,  and  received  U.S.  dollar 
currency      cash,      U.S.      government 


securities,  and  irrevocable  bank  letters 
of  credit.  State  Street  Bank  and  Trust 
does  not  have  the  ability  to  pledge  or 
sell  collateral  securities  unless  the 
borrower  defaults.  The  BOI  did  not 
impose  any  restrictions  during  fiscal 
year  2001  on  the  amount  of  the  loans 
that  State  Street  Bank  and  Trust  made 
on  its  behalf  There  were  no  failures  by 
any  borrowers  to  return  loaned 
securities  or  pay  distributions  thereon 
during  fiscal  year  2001  resulting  from 
default  of  the  borrowers  or  State  Street 
Bank  and  Trust.  During  fiscal  year 
2001,  the  BOI  and  the  borrowers 
maintained  the  right  to  terminate  all 
securities  lending  transactions  on 
demand.  The  cash  collateral  received  on 
each  loan  was  invested,  together  with 
the  cash  collateral  of  other  qualified 
plan  lenders,  in  a  collective  investment 
pool,  the  Securities  Lending  Quality 
Trust.  The  relationship  between  the 
average  maturities  of  the  investment 
pool  and  the  BOI's  loans  was  affected 
by  the  maturities  of  the  loans  made  by 
other  plan  entities  that  invested  cash 
collateral  in  the  collective  investment 
pool,  which  the  BOI  could  not 
determine.  On  June  30,  2001,  the  BOI 
had  no  credit  risk  exposure  to 
borrowers. 

B.  Plan    Membership,    Descriptions 
AND  Contribution  Information 

The  plans  are  established  and  amended 
statutorily  by  the  Legislature.  In  all  de- 
fined benefit  plans  (except  VFCA),  if  a 
member  leaves  covered  employment  be- 
fore retirement,  the  member  contribu- 
tions plus  accrued  interest  may  be  re- 
funded to  the  member.  If  a  member  re- 
turns to  service  and  repays  the  with- 
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drawn  contributions  plus  the  interest  the 
contributions  would  have  earned  had  they 
remained  on  deposit,  membership  service 
is  fully  restored. 


Membership  of  each  plan  as  of  June  30, 
2001  is  detailed  in  the  following  charts: 


PERS  Membership 

Number  of  participating  employers 

510 

Active  plan  members 

29.641 

Terminated  plan  members  entitled  to  but 
not  yet  receiving  benefits  or  a  reftind 

Vested 

2,015 

Non-vested 

10,706 

12,721 

Retirees  and  beneficiaries  receiving 
benefits 

Service  Retirements 

13,195 

Disability  Retirements 

332 

Survivor  Benefits 

271 

13,798 

MPORS  Membership 

Number  of  participating  employers 

21 

Active  plan  members 

580 

Terminated  plan  members  entitled  to  but 

not  yet  receiving  benefits  or  a  refund 

Vested 

14 

Non-vested 

65 

79 

Retirees  and  beneficiaries  receiving 
benefits 

Service  Retirements 

506 

Disability  Retirements 

17 

Survivor  Benefits 

30 

553 

GWPORS  Membership 

Number  of  participating  employers 

8 

Active  plan  members 

521 

Terminated  plan  members  entitled  to  but 
not  yet  receiving  benefits  or  a  refund 

Vested 

9 

Non-vested 

81 

90 

Retirees  and  beneficiaries  receiving 
benefits 

Service  Retirements 

74 

Disability  Retirements 

2 

Survivor  Benefits 

3 

79 

SRS  Membership 

Number  of  participating  employers 

56 

Active  plan  members 

623 

Terminated  plan  members  entitled  to  but 
not  yet  recci\ing  benefits  or  a  refund 

Vested 

26 

Non- vested 

Retirees  and  beneficiaries  receiving 
benefits 

147 

173 

Service  Retirements 

218 

Disability  Retirements 

30 

Survivor  Benefits 

14 

262 
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JRS  Membership 

Number  of  participating  employers 

1 

Active  plan  members 

48 

Terminated  plan  members  entitled  to  but 

not  yet  receiving  benefits  or  a  refund 

Vested 

2 

Non-vested 

0 

Retirees  and  beneficiaries  receiving 

2 

benefits 

Service  Retirements 

49 

Disability  Retirements 

0 

Survivor  Benefits 

2 

51 

FURS  Membership 

Number  of  participating  employers 

14 

Active  plan  members 

425 

Terminated  plan  members  entitled  to  but 

not  yet  receiving  benefits  or  a  refund 

Vested 

4 

Non-vested 

57 

61 

Retirees  and  beneficiaries  receiving 

benefits 

Service  Retirements 

439 

Disability  Retirements 

7 

Survivor  Benefits 

28 

474 

HPORS  Membership 

Number  of  participating  employers 

1 

Active  plan  members 

190 

Terminated  plan  members  entitled  to  but 

not  yet  receivmg  benefits  or  a  refund 

Vested 

8 

Non-vested 

12 

20 

Retirees  and  beneficiaries  receiving 

benefits 

Service  Retirements 

240 

Disability  Retirements 

10 

Survivor  Benefits 

10 

260 

VFCA  Membership 

Active  plan  members 

2,524 

Terminated  plan  members  entitled  to  but 

not  yet  receiving  benefits 

Vested 

691 

Retuees  and  beneficiaries  receiving 

benefits 

Service  Retirements 

859 

Survivor  Benefits 

862 

Deferred  Compensation  (457) 

Membership 

Number  of  participating  employers 

8 

Active  plan  members 

7,356 

Inactive  plan  members 

69 
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Public  Employees '  Retirement  System-DBRP 


Plan  Description:  The  PERS-DBRP  is  a 
multiple-employer,  cost-shanng  defined 
benefit  retirement  plan  established  July  1, 
1945,  and  governed  by  Title  19,  chapters  2 
&  3,  MCA.  This  plan  covers  the  State,  uni- 
versity system,  local  governments  and  cer- 
tain employees  of  the  school  distncts.  Bene- 
fits are  established  by  state  law  and  can 


only  be  amended  by  the  Legislature.  The 
PERS-DBRP  provides  retirement,  disability 
and  death  benefits  to  plan  members  and 
their  beneficiaries.  Benefits  are  based  on 
eligibility  and/or  years  of  service  and  high- 
est average  compensation.  Member  rights 
are  vested  after  five  years  of  service.  A  brief 
summary  of  eligibility  and  benefits  follows: 


PERS  Suinmar>'  of  Bene 

fits 

Members'  highest  average  compensation 
(HAC) 

Highest  average  compensation  during  any 
consecutive  36  months 

Years  of  service  required 
eligible  for  benefit 

and/or 

age 

Service  retirement: 

30  years,  any  age; 

Age  65,  regardless  of  service;  or 

Age  60,  5  years  of  service. 

Early  retirement,  actuarially  reduced: 
Age  50,  5  years  of  service;  or 
Any  age,  25  years  of  service. 

Vesting 

5  years 

Monthly  benefit  formula 

1.785%  *  of  HAC  per  year  of  service. 

•  efTeclive  July  1 ,  2001 .  the  retirement  factor  increases  to  2%  for 
members  who  have  25  or  more  years  of  service 

At  June  30,  2001  PERS  had  510  participating  employers  consisting  of: 


PERS  E 

mployers 

Emplovers 

June 

30, 

2001 

June 

30, 

2000 

State  Agencies 

34 

34 

Counties 

55 

55 

Cities  and  Towns 

90 

90 

Colleges  and  Universities 

5 

5 

School  Districts 

240 

238 

Other 

86 

84 

Total 

510 

506 
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Contributions:  Member  and  employer 
contribution  rates  are  established  by  state 
law  and  may  be  amended  only  by  the  Legis- 
lature. The  member  contribution  rate  for  fis- 
cal year  2001  was  6.9%  of  PERS-covered 
payroll,  the  same  as  in  fiscal  year  2000. 
Contributions  are  deducted  from  each  mem- 
ber's salary  and  remitted  by  participating 
employers.  An  individual  account  is  estab- 
lished for  each  member's  contributions  and 
interest  allocations  until  a  retirement  or  re- 
fund request  is  processed.  Each  state  agency 
and  university  system  employer  contributed 
6.9%  of  PERS-covered  payroll  during  fiscal 
year  2001,  the  same  as  in  fiscal  year  2000. 
Participating  local  governments  and  school 
district  employers  contributed  6.8%  of 
PERS-covered  payroll,  the  same  as  in  fiscal 
year  2000.  The  State  contributed  the  re- 
maining 0.1%  for  local  governments  and 
school  employers  from  the  state  general 
fund  in  fiscal  years  2001  and  2000. 
(Reference  Schedule  of  Contribution  Rates 
on  page  A-35). 

Retirement  Incentive:  The  Legislature 
enacted  a  provision  under  the  Employee 
Protecfion  Act  (EPA)  [19-2-706,  MCA]  al- 
lowing state  employees,  who  are  eligible  for 
a  service  retirement  and  whose  positions 
have  been  eliminated,  to  have  their  em- 
ployer assist  in  the  purchase  of  up  to  three 
years  of  "l-for-5"  additional  service.  As  of 
fiscal  year  2001,  two  hundred  thirty-eight 
employees  had  taken  advantage  of  this  pro- 
vision since  its  inception,  up  from  two  hun- 
dred fifteen  in  fiscal  year  2000.  The  em- 


ployer has  up  to  ten  years  to  complete  pay- 
ment for  the  service  purchases  and  is 
charged  8%  interest  on  the  unpaid  balance. 
The  total  retirement  incentive  contributions 
received  (including  interest)  during  fiscal 
years  2001  and  2000  totaled  $228,442.15 
and  $335,960.84,  respectively.  The  out- 
standing balance  at  June  30,  2001,  totaled 
$445,814.36. 

Benefit  Enhancement:  January  2001,  a 
Guaranteed  Annual  Benefit  Adjustment 
(GABA)  of  1 .5%  was  provided  if  the  recipi- 
ent had  been  receiving  a  benefit  for  at  least 
36  months  and  had  not  received  any  other 
benefit  increases  that  exceed  1.5%.  If  other 
changes  increased  benefits  by  more  than 
1.5%),  then  the  GABA  provided  no  increase. 
However,  if  the  change  was  less  than  1.5%, 
then  the  GABA  would  make  the  increase  a 
total  of  1 .5%. 

The  GABA  was  modified  by  legislation 
during  the  2001  session  becoming  effective 
March  2001  for  the  January  2002  benefit 
payment.  The  revised  provisions  increase 
the  January  benefit  adjustment  fi"om  1.5% 
after  36  months  to  3%  after  12  months  of 
retirement. 

Chapter  149,  Laws  of  2001,  benefits  some 
PERS  retirees.  The  benefit  increase  brings 
retirees,  who  retired  prior  to  1982,  up  to 
75%  of  the  purchasing  power  of  their  initial 
retirement  benefit.  This  benefit  was  effec- 
five  with  the  July  2001  retirement  benefit. 


Public  Employees '  Retirement  System-DCRP 


Plan  Description:  T\\Q  1999  Legislature, 
Chapter  471,  Laws  of  1999,  created  a  de- 
fined contribution  retirement  plan  (DCRP) 
within  the  Public   Employees'   Retirement 


System  (PERS).  The  defined  contribution 
retirement  plan  will  be  available  to  all  ac- 
tive PERS  members  starting  July  1,  2002. 
The   defined   contribution   retirement   plan 
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will  not  have  contributions  or  revenues  until 
after  the  July  1,  2002  start  date.  Implemen- 
tation of  the  plan  is  currently  underway. 
The  defined  contribution  retirement  plan  is 
governed  by  MCA  Title  19,  Chapter  2  and 
Chapter  3,  Part  21. 

The  PERB  has  received  a  long-term  loan 
from  the  Montana  Department  of  Admmi- 
stration  to  fund  the  plan  start-up/ 
implementation  costs.  Authorization  for  the 
loan  was  provided  by  the  Legislature,  Chap- 
ter 471,  Laws  of  1999.  As  of  June  30,  2001, 
the  MP  ERA  has  taken  three  draws  for  a  to- 
tal of  $670,000  on  this  loan. 

All  active  PERS  members  will  have  a  12- 
month  window  during  which  they  can 
choose  to  join  the  defined  contribution  re- 
tirement plan  (PERS-DCRP)  or  remain  in 
the  current  defined  benefit  retirement  plan 


(PERS-DBRP).  Members  may  not  be  ac- 
tive members  of  both  the  defined  contnbu- 
tion  and  defined  benefit  retirement  plans. 
The  choice  will  be  irrevocable.  A  diverse 
and  broad  range  of  investment  options,  se- 
lected by  the  PERB,  will  be  available  to 
members  of  the  defined  contribution  retire- 
ment plan.  Members  of  the  defined  contri- 
bution retirement  plan  will  decide  how  to 
invest  their  contributions  and  a  portion  of 
their  employers'  contributions  in  the  se- 
lected investment  options.  They  will  be 
able  to  invest  in  any  number  of  the  selected 
investment  options  and  transfer  between  op- 
tions daily,  if  desired.  The  remaining  por- 
tion of  employers'  contributions  will  be 
used  to  maintain  funding  of  the  defined 
benefit  plan,  to  provide  disability  benefits 
and  to  fund  an  employee  education  pro- 
gram. 


Public  Employees^  Retirement  System-Education  Fund 


Chapter  471,  Laws  of  1999,  established  an 
education  fund  and  program  intended  to 
provide  PERS  members  with  impartial  and 
balanced  information  about  plan  choices. 
This  is  governed  by  MCA,  Title  19,  chapter 
3,  section  112.  The  education  program  will 
consist  of  three  primary  components: 
1)    initial  transfer  education  -  for  all  active 

members  prior  to  the  July  1,  2002,  plan 

start  date; 

ongoing  transfer  education  -  for  new 

hire  members  after  the  July  1,  2002  plan 

start  dale;  and 


2) 


3)   ongoing  investment/retirement  planning 
education  -  for  all  active  members. 

The  transfer  education  service  provider. 
Educational  Technologies  Inc.,  is  prohibited 
from  providing  other  services  for  the  de- 
fined contribution  retirement  plan. 

The  education  program  is  funded  by  0.1% 
of  PERS-covered  payroll  for  fiscal  years 
2000,  2001  and  2002.  Beginning  with  fiscal 
year  2003,  0.04%  of  PERS-covered  payroll 
will  fund  education. 


Municipal  Police  Officers '  Retirement  System 


Plan  Description:  The  MPORS  is  a  mul- 
tiple-employer, cost-sharing  defined  benefit 
plan  that  was  established  in  1974  and  is 
governed  by  Title  19,  chapters  2  &  9  of  the 


MCA.  This  plan  covers  all  municipal  police 
officers  employed  by  first-  and  second-class 
cities  and  other  cities  electing  to  adopt  the 
plan.  Benefits  are  established  by  state  law 
and  can  onlv  be  amended  bv  the  Leiiisla- 
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ture.  The  MPORS  provides  retirement,  dis- 
ability and  death  benefits  to  plan  members 
and  their  beneficiaries.  Benefits  are  based  on 
eligibility  and/or  years  of  service  and  final 
average   compensation.    Member   rights    for 


death  and  disability  are  vested  immediately. 
All  other  rights  are  vested  after  five  years  of 
service.  A  brief  summary  of  eligibility  and 
benefits  follows: 


MPORS  Summary  of  Benefits 

Members'  final  average  compensation 

Hired  prior  to  July  1,  1977  -  average 

(FAC) 

monthly  compensation  of  final  year  of 

service; 

Hired  after  June  30,  1977  -  average  of 

regular  monthly  compensation  for  last 

consecutive  36  months. 

Years  of  service  required  and/or  age 

20  years,  regardless  of  age; 

eligible  for  benefit 

Age  50,  5  years  of  service 

Vesting 

5  years 

Monthly  benefit  formula 

2.5%  of  FAC  per  year  of  service 

At  June  30,  2001  MPORS  had  21 

participating  employers  consisting  ( 

Df 

MPORS  Employers 

Employers 

June  30 

2001 

21 

June 

30, 

2000 

21 

Cities  and  Towns 

Total 

21 

21 

Contributions:  Member  and  employer 
contribution  rates  are  established  by  state 
law  and  may  be  amended  only  by  the  Legis- 
lature. Member  contribution  rates  are  de- 
pendent upon  date  of  hire  as  a  police  offi- 
cer. Effective  January  1,  2000  and  continu- 
ing for  fiscal  year  2001,  contributions  as  a 
percentage  of  salary  were  5.8%  (if  em- 
ployed on  or  before  June  30,  1975);  7.0% 
(if  employed  after  June  30,  1975  and  prior 
to  July  1,  1979);  8.5%  (if  employed  after 
June  30,  1979  and  prior  to  July  1,  1997); 


and,  9.0%  (if  employed  on  or  after  July  1, 
1997  and  for  members  electing  GABA). 
Contributions  are  deducted  ft"om  each  mem- 
ber's salary  and  remitted  by  participating 
employers.  An  individual  account  is  estab- 
lished for  each  member's  contributions  and 
interest  allocations  until  a  retirement  or  re- 
fund request  is  processed.  City  contribu- 
tions to  the  retirement  plan  are  14.41%  of 
total  MPORS-covered  payroll  on  a  monthly 
basis.  The  State  contributions  are  requested 
at  the  beginning  of  the  fiscal  year  based  on 
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the  previous  fiscal  year  salary  and  are  due 
no  later  than  November  1.  The  State's  con- 
tribution rate  for  2000  and  2001  was 
29.37%  and  is  funded  from  the  general 
fund.  (Reference  Schedule  of  Conlrihulion 
Rates  on  page  A-35). 

Benefit  Enhancement:  January  2001,  a 
Guaranteed  Annual  Benefit  Adjustment 
(GABA)  of  1.5%  was  provided  if  the  recipi- 
ent had  been  receiving  a  benefit  for  at  least 
36  months  and  had  not  received  any  other 
benefit  increases  that  exceed  1.5%.  If  other 
changes  increased  benefits  by  more  than 
1.5%,  then  the  GABA  provided  no  increase. 
However,  if  the  change  was  less  than  1.5%, 
then  the  GABA  would  make  the  increase  a 
total  of  1.5%. 

The  GABA  was  modified  by  legislation 
during  the  2001  session  becoming  effective 
March  2001  for  the  January  2002  benefit 
payment.  The  revised  provisions  increase 
the  January  benefit  adjustment  from  1.5% 
after  36  months  to  3%  after  12  months  of 
retirement. 


For  non-GABA  members,  a  retired  member 
or  survivor  will  receive  a  benefit  not  less 
than  one-half  the  compensation  paid  to  a 
newly  confirmed  police  officer  in  the  city  or 
town  that  last  employed  the  retired  member. 
This  is  based  on  the  current  fiscal  year  and 
is  applicable  to  the  city  or  town  from  which 
the  member  retired.  If  a  benefit  falls  below 
that  minimum,  an  increase  is  paid  to  the 
benefit  recipient.  If  a  member  or  retiree 
elected  the  GABA,  the  minimum  benefit  is 
not  available. 

Chapter  391,  Laws  of  2001,  benefits  the 
MPORS  retiree  who  did  not  elect  the 
GABA  provision.  The  benefit  increase 
brings  individuals  up  to  75%  of  the  pur- 
chasing power  of  their  initial  retirement 
benefit.  This  benefit  was  effective  with  the 
May  2001  retirement  benefit. 


Game  Wardens '  and  Peace  Officers '  Retirement  System 


Plan  Description:  The  GWPORS  is  a 
multiple-employer,  cost-shanng  defined 
benefit  plan  established  in  1963  and  is  gov- 
erned by  Title  19,  chapters  2  &  8,  MCA. 
This  system  provides  retirement  benefits  to 
all  persons  employed  as  a  game  warden, 
warden  supervisory  personnel,  or  state 
peace  officer.  Benefits  are  established  by 
state  law  and  can  only  be  amended  by  the 
Legislature.  The  GWPORS  provides  retire- 
ment, disability  and  death  benefits  to  plan 


members  and  their  beneficiaries.  Benefits 
are  based  on  eligibility  and/or  years  of  ser- 
vice and  highest  average  compensation. 
Member  rights  are  vested  after  five  years  of 
service.  A  brief  summary  of  eligibility  and 
benefits  is  on  the  following  page: 
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GWPORS  Summar\  of  BeneHts 

Members'  highest  average  compensation 

Highest  average  compensation  during  any 

(HAC) 

consecutive  36  months 

Years  of  service  required  and/or  age 

Age  50,  20  years  of  service; 

ehgible  for  benefit 

Age  55,  5  years  of  service 

Vesting 

5  years 

Monthly  benefit  formula 

2%  *  of  HAC  per  year  of  service 

•effective  October  1 .  2001 .  the  retirement  factor  increases  to 

2.5% 

At  June  30,  2001  GWPORS  had  8  participatin 

g  employers 

consisting 

of: 

GWPORS 

Employers 

Employers 

June  30, 

2001 
5 

June  30, 

2000 
5 

State  Agencies 

Colleges  and  Universities 

3 

3 

Total 

8 

8 

Contributions:  Member  and  employer 
contribution  rates  are  established  by  state 
law  and  may  be  amended  only  by  the  Legis- 
lature. The  member  contribution  rate  for  fis- 
cal years  2001  and  2000  was  8.5%.  Effec- 
tive October  1,  2001  the  contribution  rate 
increased  to  10.56%.  Contributions  are  de- 
ducted from  each  member's  salary  and  re- 
mitted by  participating  employers.  An  indi- 
vidual account  is  established  for  each  mem- 
ber's contributions  and  interest  allocations 
until  a  retirement  or  refund  request  is  proc- 
essed. Each  state  agency  and  university  em- 
ployer contributed  9.0%  of  total  GWPORS- 
covered  payroll  to  the  retirement  plan  on  a 
monthly  basis,  during  fiscal  years  2001  and 
2000.  (Reference  Schedule  of  Contribution 
Rates  on  page  A-35). 


Retirement  Incentive:  The  Legislature 
enacted  a  provision  under  the  Employee 
Protection  Act  (EPA)  [19-2-706,  MCA]  al- 
lowing state  employees,  who  are  eligible  for 
a  service  retirement  and  whose  positions 
have  been  eliminated,  to  have  their  em- 
ployer assist  in  the  purchase  of  up  to  three 
years  of  "l-for-5"  additional  service.  The 
employer  has  up  to  ten  years  to  complete 
payment  for  the  service  purchases  and  is 
charged  8%  interest  on  the  unpaid  balance. 
No  employees  have  taken  advantage  of  this 
provision  to  date. 

Benefit  Enhancement:  January  2001,  a 
Guaranteed  Annual  Benefit  Adjustment 
(GABA)  of  1.5%  was  provided  if  the  recipi- 
ent had  been  receiving  a  benefit  for  at  least 
36  months  and  had  not  received  any  other 
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benefit  increases  that  exceed  1.5%.  If  other 
changes  increased  benefits  by  more  than 
1 .5%,  then  the  GABA  provided  no  increase. 
However,  if  the  change  was  less  than  1.5%, 
then  the  GABA  would  make  the  increase  a 
total  of  1 .5%. 


The  GABA  was  modified  by  legislation 
during  the  2001  session  becoming  effective 
March  2001  for  the  January  2002  benefit 
payment.  The  revised  provisions  increase 
the  January  benefit  adjustment  from  1.5% 
after  36  months  to  3%  after  12  months  of 
retirement. 


Sheriffs'  Retirement  System 


Plan  Description:  The  SRS  is  a  multiple- 
employer,  cost-sharing  defined  benefit  plan 
established  July  1,  1974,  and  governed  by 
Title  19,  chapters  2  &  7,  MCA.  This  plan 
provides  retirement  benefits  to  all  Depart- 
ment of  Justice  criminal  investigators  hired 
after  July  1,  1993,  and  to  all  Montana  sher- 
iffs. Benefits  are  established  by  state  law 
and  can  only  be  amended  by  the  Legisla- 


ture. The  SRS  provides  retirement,  disabil- 
ity and  death  benefits  to  plan  members  and 
their  beneficiaries.  Benefits  are  based  on 
eligibility  and/or  years  of  service  and  high- 
est average  compensation.  Member  rights 
are  vested  after  five  years  of  service.  A  brief 
summary  of  eligibility  and  benefits  follows: 


SRS  Summar\'  of  Benefits 

Members'  highest  average  compensation 

Highest  average  compensation  during  any 

(HAC) 

consecutive  36  months 

Years  of  service  required  and/or 

age 

20  years,  regardless  of  age; 

eligible  for  benefit 

Age  50,  5  years  of  service,  actuarially 
reduced. 

Vesting 

5  years 

Monthly  benefit  formula 

2.5%  of  HAC  per  year  of  service 

At  June  30,  2001  SRS  had  56  participating  employers  consisting  of 


SRS  Employers 

Employers 

June  30,  2001 

June  30,  2000 

State  Agencies 

1 

1 

Counties 

55 

55 

Total 

56 

56 
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Contributions:  Member  and  employer 
contribution  rates  are  established  by  state 
law  and  may  be  amended  only  by  the  Legis- 
lature. The  member  contribution  rate  for  fis- 
cal years  2001  and  2000  was  9.245%.  Con- 
tributions are  deducted  fi-om  each  member's 
salary  and  remitted  by  participating  employ- 
ers. An  individual  account  is  established  for 
each  member's  contributions  and  interest 
allocations  until  a  retirement  or  refund  re- 
quest is  processed.  Each  employer  contrib- 
uted 9.535%  of  total  SRS-covered  payroll  to 
the  retirement  plan  on  a  monthly  basis,  dur- 
ing fiscal  years  2001  and  2000.  (Reference 
Schedule  of  Contribution  Rates  on  page  A- 
35). 


Retirement  Incentive:  The  Legislature 
enacted  a  provision  under  the  Employee 
Protection  Act  (EPA)  [19-2-706,  MCA]  al- 
lowing State  employees,  who  are  eligible 
for  a  service  retirement  and  whose  positions 
have  been  eliminated,  to  have  their  em- 
ployer assist  in  the  purchase  of  up  to  three 
years  of  "l-for-5"  additional  service.  The 


employer  has  up  to  ten  years  to  complete 
payment  for  the  service  purchases  and  is 
charged  8%  interest  on  the  unpaid  balance. 
No  employees  have  taken  advantage  of  this 
provision  to  date. 

Benefit  Enhancement:  January  2001,  a 
Guaranteed  Annual  Benefit  Adjustment 
(GABA)  of  1.5%  was  provided  if  the  recipi- 
ent had  been  receiving  a  benefit  for  at  least 
36  months  and  had  not  received  any  other 
benefit  increases  that  exceed  1.5%.  If  other 
changes  increased  benefits  by  more  than 
1.5%,  then  the  GABA  provided  no  increase. 
However,  if  the  change  was  less  than  1.5%, 
then  the  GABA  would  make  the  increase  a 
total  of  1.5%. 


The  GABA  was  modified  by  legislation 
during  the  2001  session  becoming  effecfive 
March  2001  for  the  January  2002  benefit 
payment.  The  revised  provisions  increase 
the  January  benefit  adjustment  from  1.5% 
after  36  months  to  3%  after  12  months  of 
retirement. 


Judges '  Retirement  System 


Plan  Description:  The  JRS  is  a  single- 
employer  defined  benefit  plan  established  in 
1967,  and  governed  by  Title  19,  chapters  2 
&  5  of  the  MCA.  This  system  provides 
benefits  for  all  Montana  judges  of  the  dis- 
trict courts,  justices  of  the  Supreme  Court, 
and  the  Chief  Water  Judge.  Benefits  are  es- 
tablished by  state  law  and  can  only  be 
amended  by  the  Legislature.  The  JRS  pro- 


vides retirement,  disability  and  death  bene- 
fits to  plan  members  and  their  beneficiaries. 
Benefits  are  based  on  eligibility  and/or 
years  of  service  and  highest  average  com- 
pensation. Member  rights  are  vested  after 
five  years  of  service.  A  brief  summary  of 
eligibility  and  benefits  is  on  the  following 
page: 
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JRS  Summan  of  Benefits 

Members'  current  salary'  or 

highest  aver- 

'Hired prior  to  July  1,  1997  and  non- 

age  compensation  (HAC)" 

GABA  -  monthly  compensation  at 
time  of  retirement; 
"Hired  after  June  30,  1997  or  electing 
GABA  -  highest  average  compensation 
dunng  any  consecutive  36  months. 

Years  of  ser\'ice  required  and/or 

age 

Age  60,  5  years  of  service; 

eligible  for  benefit 

Any  age  with  5  years  of  service- 
involuntary  termination,  actuarially 
reduced. 

Vesting 

5  years 

Monthly  benefit  formula 

1)  non-GABA 

3  1/3%  of  current  salary'  per  year  of 
service  for  the  first  15  years,  plus 
1 .785%  per  year  for  each  year  after  1 5 
years;  or 

2)  GABA 

same  as  above  only  using  HAC'  to  cal- 
culate the  benefit. 

At  June  30,  2001  JRS  had  1 

parti 

cipating  employer  cons 

isting  of: 

JRS  Employers 

Emplovers 

June 

30, 

2001 

June 

30, 

2000 

State  Agencies 

i 

i 

Total 

1 

1 

Contributions:  Member  and  employer 
contribution  rates  are  established  by  state 
law  and  may  be  amended  only  by  the  Legis- 
lature. The  member  contribution  rate  for  fis- 
cal years  2001  and  2000  was  7%  of  the 
member's  monthly  compensation.  Contribu- 
tions are  deducted  from  each  member's  sal- 
ary and  remitted  by  participating  employers. 
An  indnidual  account  is  established  for 
each  member's  contributions  and  interest 
allocations  until  a  retirement  or  refund  re- 


quest is  processed.  As  the  employer,  the 
State  contributed  25.81%  of  the  total  JRS- 
covered  payroll  to  the  retirement  plan  on  a 
monthly  basis,  during  fiscal  years  2001  and 
2000.  (Reference  Schedule  of  Contribution 
Rales  on  page  A-35). 

Benefit  Enhancement:  Each  time  the 
Legislature  increases  the  salaries  for  active 
judges,  benefits  for  retired  judges  increase 
(or    eligible    contingent    annuitants).    For 
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members  hired  pnor  to  July  1,  1997,  current 
salary  is  used  in  the  calculation  of  the 
monthly  benefit. 

For  those  hired  after  July  1,  1997  or  those 
electing  a  Guaranteed  Annual  Benefit  Ad- 
justment (GABA)  an  increase  of  1.5%  was 
provided  in  January  2001  if  the  recipient 
had  been  receiving  a  benefit  for  at  least  36 
months  and  had  not  received  any  other 
benefit  increases  that  exceed  1.5%.  If  other 
changes  increased  benefits  by  more  than 


1.5%,  then  the  GABA  provided  no  increase. 
However,  if  the  change  was  less  than  1.5%, 
then  the  GABA  would  make  the  increase  a 
total  of  1.5%. 

The  GABA  was  modified  by  legislation 
during  the  2001  session  becoming  effective 
March  2001  for  the  January  2002  benefit 
payment.  The  revised  provisions  increase 
the  January  benefit  adjustment  from  1.5% 
after  36  months  to  3%  after  12  months  of 
retirement. 


Highway  Patrol  Officers '  Retirement  System 


Plan  Description:  The  HPORS  is  a  sin- 
gle-employer, defined  benefit  plan  estab- 
lished July  1,  1971,  and  governed  by  Title 
19,  chapters  2  &  6  of  the  MCA.  This  system 
provides  retirement  benefits  to  all  members 
of  the  Montana  Highway  Patrol,  including 
supervisory  personnel.  Benefits  are  estab- 
lished   by    state    law    and    can    only    be 


amended  by  the  Legislature.  The  HPORS 
provides  retirement,  disability  and  death 
benefits  to  plan  members  and  their  benefici- 
aries. Benefits  are  based  on  eligibility  and/ 
or  years  of  service  and  highest  average 
compensation.  Member  rights  are  vested  af- 
ter five  years  of  service.  A  brief  summary  of 
eligibility  and  benefits  follows: 


HPORS  Summary  of  Benefits 

Members'  highest  average  compensation 
(HAC) 

Highest  average  compensation  during  any 
consecutive  36  months 

Years  of  service  required  and/or 
eligible  for  benefit 

age 

20  years  of  service,  regardless  of  age. 
5  years  of  service,  actuarially  reduced  from 
age  60. 

Vesting 

5  years 

Monthly  benefit  formula 

2.5%  of  HAC  per  year  of  service 

At  June  30,  2001  HPORS  had  1  participating  employer  consisting  of 

HPORS  Employers 

Employers                                                                                 June  30,  2001 

June  30,  2000 

State  Agencies                                                                                               \ 

1 

Total                                                                                                            1 

1 
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Contributions:  Member  and  employer 
contribution  rates  are  established  by  state 
law  and  may  be  amended  only  by  the  Legis- 
lature. The  member  contribution  rates  for 
fiscal  years  2001  and  2000  are  9.05%  of  the 
member's  total  monthly  compensation  if 
hired  after  June  30,  1997  or  for  members 
electing  GABA  and  9.0%  for  those  mem- 
bers hired  pnor  to  July  1,  1997  and  not 
electing  GABA.  Contributions  are  deducted 
from  each  member's  salary  and  remitted  by 
participating  employers.  An  individual  ac- 
count is  established  for  each  member's  con- 
tnbutions  and  interest  allocations  until  a  re- 
tirement or  refund  request  is  processed.  As 
the  employer,  the  State  contributed  36.33% 
of  the  total  HPORS-covered  payroll  during 
fiscal  years  2001  and  2000.  The  first 
26.15%  is  payable  from  the  same  source 
used  to  pay  members"  compensation.  The 
remaining  amount,  equal  to  10.18%),  is  pay- 
able from  a  portion  of  the  fees  collected 
from  drivers'  licenses  and  duplicate  drivers' 
license  applications.  (Reference  Schedule  of 
Contribution  Rates  on  page  A-35). 

Twenty-five  cents  of  each  motor  vehicle 
registration  fee  must  be  deposited  in  the 
HPORS  trust  fund  by  the  end  of  each  fiscal 
year.  This  additional  contribution  funds  the 
supplemental  lump-sum  benefit  for  eligible 
recipients. 

Retirement  Incentive:  The  Legislature 
enacted  a  provision  under  the  Employee 
Protection  Act  (EPA)  [19-2-706,  MCA]  al- 
lowing State  employees,  who  are  eligible 
for  a  service  retirement  and  whose  positions 
have  been  eliminated,  to  have  their  em- 
ployer assist  in  the  purchase  of  up  to  three 
years  of  "l-for-5"  additional  service.  The 
employer  has  up  to  ten  years  to  complete 
pa>Tncnt   for  the  service  purchases  and  is 


charged  SVo  interest  on  the  unpaid  balance. 
No  employees  have  taken  advantage  of  this 
provision  to  date. 

Benefit  Enhancement:  January  2001,  a 
Guaranteed  Annual  Benefit  Adjustment 
(GABA)  of  1.5%  was  provided  if  the  recipi- 
ent had  been  receiving  a  benefit  for  at  least 
36  months  and  had  not  received  any  other 
benefit  increases  that  exceed  1.5%.  If  other 
changes  increased  benefits  by  more  than 
1.5%,  then  the  GABA  provided  no  increase. 
However,  if  the  change  was  less  than  1.5%, 
then  the  GABA  would  make  the  increase  a 
total  of  1 .5%,. 

The  GABA  was  modified  by  legislation 
during  the  2001  session  becoming  effective 
March  2001  for  the  January  2002  benefit 
payment.  The  revised  provisions  increase 
the  January  benefit  adjustment  from  1.5% 
after  36  months  to  3%  after  12  months  of 
retirement. 

Monthly  benefits  for  non-GABA  members 
are  increased  each  July  when  they  fall  be- 
low a  statutorily  guaranteed  minimum.  Any 
annual  increase  is  limited  to  5%  over  the 
current  benefit  and  may  not  exceed  60%  of 
the  current  base  salary  of  a  probationary  of- 
ficer. This  enhancement  is  limited  to  non- 
GABA  members. 

Montana  highway  patrol  officers,  retired 
prior  to  July  1 ,  1 99 1 ,  or  their  survivors,  may 
be  eligible  for  an  annual  supplemental 
lump-sum  payment  distributed  each  Sep- 
tember. A  portion  of  each  motor  vehicle 
registration  fee  funds  this  supplemental 
benefit.  Many  factors  must  be  considered 
for  eligibility,  including  the  number  of  years 
the  recipient  has  received  a  benefit  and  the 
recipient's  age.  The  average  annual  supple- 
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mental  payment  in  fiscal  year  2001  was 
$2,162.  In  fiscal  year  2000,  the  average  an- 
nual   supplemental    payment    was    $2,099. 


This  enhancement  is  available  to  only  non- 
GABA  recipients. 


Firefighters '  Unified  Retirement  System 


Plan  Description:  The  FURS  is  a  multi- 
ple-employer, cost-sharing  defined  benefit 
plan  established  in  1981,  and  governed  by 
Title  19,  chapters  2  &  13,  MCA.  This  sys- 
tem provides  retirement  benefits  to  fire- 
fighters employed  by  first-  and  second-class 
cities  and  other  cities  that  wish  to  adopt  the 
plan.  Benefits  are  established  by  state  law 


and  can  only  be  amended  by  the  Legisla- 
ture. The  FURS  provides  retirement,  dis- 
ability and  death  benefits  to  plan  members 
and  their  beneficiaries.  Benefits  are  based 
on  eligibility  and/or  years  of  service  and  fi- 
nal average  compensation.  Member  rights 
are  vested  after  five  years  of  service.  A  brief 
summary  of  eligibility  and  benefits  follows: 


FURS  Summary  of  Benefits 

Members'  compensation 


Years  of  service  required  and/or  age 
eligible  for  benefit 

Vesting 

Monthly  benefit  formula 


Hired  prior  to  July  1,  1981  and  not  electing 
GABA  -  final  monthly  compensation 
(FMC); 

Hired  after  June  30,  1981  and  those  elect- 
ing GABA  -  final  average  compensa- 
tion (FAC)  for  last  consecutive  36 
months. 

20  years,  regardless  of  age; 
Age  50,  5  years  of  service. 

5  years 

Members  hired  prior  to  July  1,  1981  and 
not  electing  GABA  are  entitled  to  the 
greater  of 

1.  2.5%ofFACper  year  of  service,  or 

2.  i)  if  less  than  20  years  of  service 

2%  X  FMC  for  each  year  of  service, 
ii)  if  more  than  20  years  of  service 

50%  of  the  members  FMC  plus  2% 

of  the  member's  FMC  for  each  year 

of  service  over  20  years. 
Members  hired  after  June  30,  1981  and 
those  electing  GABA: 
2.5%  of  FAC  per  year  of  service. 
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At  June  30,  2001  FURS  had  14 

parti 

cipating  employers  consisting  of: 

FURS 

Employers 

Employers 

June  30. 

2001 

June 

30, 

2000 

Cities  and  Towns 

14 

14 

Total 

14 

14 

Contributions:  Member  and  employer 
contribution  rates  are  established  by  state 
law  and  may  be  amended  only  by  the  Legis- 
lature. The  member  contnbution  rates  for 
fiscal  years  2001  and  2000  are  9.5%  for 
members  hired  prior  to  July  1,  1997,  and 
10.7%  for  members  hired  after  June  30, 
1997  and  members  electing  GABA  cover- 
age. Contributions  are  deducted  from  each 
member's  salary  and  remitted  by  participat- 
ing employers.  An  individual  account  is  es- 
tablished for  each  member's  contributions 
and  interest  allocations  until  a  retirement  or 
refund  request  is  processed.  Employer  con- 
tribution rates  for  fiscal  years  2001  and 
2000  were  14.36%  of  the  total  FURS- 
covered  payroll.  The  State  contribution  was 
32.61%  of  total  compensation  for  all  cov- 
ered firefighters  in  fiscal  years  2001  and 
2000.  State  contributions  are  requested  at 
the  beginning  of  each  fiscal  year  based  on 
previous  fiscal  year  salary  and  are  due  no 
later  than  November  1.  (Reference  Schedule 
of  Contribution  Rates  on  page  A-35). 

Benefit  Enhancement:  January  2001,  a 
Guaranteed  Annual  Benefit  Adjustment 
(GABA)  of  1.5%  was  provided  if  the  recipi- 
ent had  been  receiving  a  benefit  for  at  least 
36  months  and  had  not  received  any  other 
benefit  increases  that  exceed  1.5%,  had 
elected  GABA  or  if  the  member  was  hired 
on  or  after  July  1,  1997.  If  other  changes  in- 
creased benefits  by  more  than  1.5%,  then 
the  GABA  provided  no  increase.  However, 
if  the  change  was  less  than  1.5%,  then  the 


GABA  would  make  the  increase  a  total  of 
1.5%. 

The  GABA  was  modified  by  legislation 
dunng  the  2001  session  becoming  effective 
March  2001  for  the  January  2002  benefit 
payment.  The  revised  provisions  increase 
the  January  benefit  adjustment  from  1.5% 
after  36  months  to  3%  after  12  months  of 
retirement. 

For  non-GABA  members,  the  monthly  re- 
tirement, disability  or  survivor's  benefit 
must  be  at  least  one-half  the  salary  of  a 
newly  confirmed  firefighter  employed  by 
the  city  that  last  employed  the  member 
(provided  the  member  has  at  least  10  years 
of  service  credit).  If  a  benefit  falls  below 
that  minimum,  the  benefit  is  increased  and 
paid  to  the  benefit  recipient.  If  a  member  or 
retiree  elected  GABA,  the  minimum  benefit 
is  not  available. 
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Volunteer  Firefighters'  Compensation  Act 


Plan  Description:  The  VFCA  is  a  state- 
wide retirement  and  disability  plan.  This 
compensation  plan,  established  in  1965,  is 
governed  by  Title  19,  chapters  2  &  17, 
MCA.  Benefits  are  established  by  state  law 
and  can  only  be  amended  by  the  Legisla- 
ture. The  VFCA  provides  pension,  disability 
and  death  benefits  for  all  volunteer  fire- 
fighters who  are  members  of  eligible  volun- 


teer fire  companies  in  unincorporated  areas, 
towns  or  villages  under  the  laws  of  the  State 
of  Montana.  VFCA  also  provides  limited 
medical  expenses  for  injuries  incurred  in  the 
line  of  duty.  Benefits  are  based  on  eligibil- 
ity and  years  of  service.  Member  rights  are 
vested  after  ten  years  of  credited  member- 
ship service.  A  brief  summary  of  eligibility 
and  benefits  follows: 


VFCA  Summary  of  Benefits 

Years  of  service  required  and/or 

age 

Age  55,  20  years  of  credited  service; 

eligible  for  benefit 

Age  60,  10  years  of  service  (partial  benefit) 

Vesting 

1 0  years 

Monthly  benefit  formula 

$5.00  per  year  of  credited  service,  maxi- 

•effective July  1,  2001,  the  maximum  benefit  increased  to  $150 

mum  $100* 

Contributions:  The  State  is  the  only  con- 
tributor to  the  VFCA.  Contributions  are  5% 
of  fire  insurance  premium  taxes  collected 
on  certain  fire  risks.  The  State  Auditor 
makes  annual  payments  to  the  Volunteer 
Firefighters'  Pension  Fund  from  the  fire  in- 
surance premium  tax  fiand.  (Reference 
Schedule  of  Contribution  Rates  on  page  A- 
35). 


Group  Insurance  Payments:  Supple- 
mental payments  are  available  to  those  vol- 
unteer fire  companies  providing  additional 
group  medical  insurance  for  their  members 
in  case  of  death  or  injury  incurred  while  in 
the  line  of  duty.  The  payment  is  made  to  the 
volunteer  fire  companies  and  is  equal  to  $75 
per  year  for  each  mobile  firefighting  unit 
owned  by  the  volunteer  fire  company,  up  to 
a  maximum  of  two  units. 


Deferred  Compensation  Plan  (457) 


Plan  Description:  The  State  of  Montana 
has  offered  the  deferred  compensation  (457) 
plan  to  employees  since  1976.  All  employ- 
ees of  the  State,  including  the  Montana  Uni- 
versity System  and  contracting  agencies,  are 
eligible  to  participate.  The  457  plan  is  gov- 
erned by  MCA,  Title  19,  chapter  50,  in  ac- 
cordance with  Internal  Revenue  Service 
Code  (IRC)  §457.  The  administration  of  the 


457  plan  was  transferred  to  the  PERB  effec- 
five  July  1,  1999.  As  of  June  30,  2001,  the 
net  assets  of  the  457  plan  were 
$200,280,113. 

The  457  plan  is  a  voluntary,  tax-deferred 
retirement  plan  designed  to  supplement 
state  service  retirement.  Social  Security  and 
other  retirement  plans  and  savings.  Assets 
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of  the  457  plan  are  required  to  be  held  in 
trusts,  custodial  accounts  or  insurance  com- 
pany contracts  for  the  exclusive  benefit  of 
participants  and  their  beneficiaries.  Under 
the  plan,  eligible  employees  elect  to  defer  a 
portion  of  their  salary  until  future  time  peri- 
ods. The  compensation  deferred  is  not  avail- 
able to  employees  until  separation  from 
service,  retirement,  death,  or  upon  an  un- 
foreseeable emergency  when  still  employed 
and  meeting  IRS  specified  criteria. 

Employees  direct  their  deferrals  into  two 
pnmary  investment  options:  (1)  the  "fixed" 
investment  which  guarantees  both  principal 
(the  payroll  deferrals)  and  a  quarterly  rate  of 
earnings  through  a  guaranteed  investment 
contract  (GIC)  with  Aegon,  a  third  party  in- 
surance provider;  and  (2)  the  "variable"  in- 
vestment which  includes  twenty-three  mu- 
tual funds  and  five  lifestyle/profile  funds. 
Contributing  employees  are  allowed  to  par- 
ticipate in  both  investments,  and  as  many  of 
the  offered  funds  as  desired  under  the  vari- 
able investment.  Member  rights  are  vested 
immediately. 


Aegon  provides  market  and  cash  flow  nsk 
protection  to  the  plan  by  guaranteeing  the 
rate  of  return  on  the  fixed  investment.  The 
investment  managers  in  the  fixed  invest- 
ment GIC  are  the  Board  of  Investments  and 
State  Street  Research/Wells  Fargo. 

The  administrative  expenses  and  the  reve- 
nues that  fund  them  are  accounted  for 
within  the  plan.  The  fees  charged  by  Aegon, 
and  the  fees  paid  to  the  life  insurance  pro- 
vider, Allianz,  are  classified  as  miscellane- 
ous expenses  rather  than  other  financing 
uses.  This  is  due  to  the  nature  of  the  fees 
and  because  they  are  apphcable  to  only  the 
fixed  investment. 

Mutual  fund  administrative  costs  are  not 
presented  on  the  financial  statements.  The 
vendors  supply  the  mutual  fund  earnings  net 
of  costs.  Current  reporting  standards  for 
mutual  companies  do  not  require  costs  to  be 
made  available  in  the  detailed  cost  reports. 
A  brief  summary  of  eligibility  and  benefits 
follows: 


Deferred  Con^ 

ipensation  Plan  Summary 

Contribution 

Voluntary,  tax-deferred  until  future  years 

Eligibility  for  Benefit 

Not  available  to  participant  until  separation 

from  service;  retirement;  death;  or  upon  an 

unforeseeable  emergency,  when  still  em- 

ployed and  meeting  IRS  specified  criteria. 

Vesting 

Account  balances  are  fully  vested  to  the 
participants  at  the  time  of  deposit. 

Benefit 

Lump  sum  or  periodic  benefit  payment,  at 
the  option  of  the  participant.  Based  on  indi- 
vidual account  balances  and  plan  pro\i- 
sions. 
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At  June  30,  2001  the  457  plan  had  8  participating  employers  consisting  of: 


Deferred  Compensation 

(457) 

Employers 

Employers 

June  30, 

2001 

1 

June 

30 

,2000 

State  of  Montana* 

1 

Colleges  and  Universities 

6 

6 

Other 

i 

0 

Total 

8 

7 

•  The  state  of  Montana  includes  34  agencies;  however,  due  to  the  nature  of  the  reporting  for  the  457  plan  we  are  unable  to 

speci 

ncally 

determine  which  agencies  participate 

^^^^ 

^^ 

^,„^^ 

Contributions:  The  457  plan  is  optional 
and  members  designate  the  amount  to  con- 
tribute within  IRS  limitations.  Contributions 
are  deducted  from  each  member's  salary 
prior  to  withholding  of  federal  and  state 
taxes  and  remitted  by  their  employer.  The 
contributions  are  either  directed  to  the  fixed 
or  the  variable  investment.  The  money  des- 
ignated as  fixed  is  invested  by  the  BOI  and 


State  Street  Research/ Wells  Fargo.  The 
money  designated  as  mutual  is  remitted  to 
the  third  party  record  keeper  who  in  turn  in- 
vests the  contributions  in  selected  mutual 
funds  as  directed  by  the  participant. 
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FY  2001  Schedu 

le  of  Contribution  Rates                         | 

System 

Member 

Employer 

State 

PERS 

6.9%  [19-3-315.  MCA] 

6.9%  -  State  & 
University 

6.8%  -  Local 

0.1%  of  local  government  pay- 

Governments 

roll  -  paid  ft^om    General  Fund 

[19-3-316,  MCA] 

[19-3-319,  MCA] 

iMPORS 

5.8%  -  hired  prior 

14.41%  [19-9-703,  MCA] 

29.37%  of  salaries - 

07-01-75  &  not 

paid  from  insurance  Premium 

electing  GABA 

Tax  Fund 

[19-9-710(3),  MCA] 

[19-9-702,  MCA] 

7.0"/o  -  hired  between 

07-01-75  &  06-30-79 

&  not  electing  GABA 

[19-9-7 10(b).  MCA] 

8.5%  -  hired  between 

07-01-79  &  06-30-97 

&  not  electing  GABA 

[19-9-710(c),  MCA] 

9.0% -hired  after 

06-30-97  &  members 

electing  GABA 

[l9-9-710{d),  MCA] 

GWPORS 

8.5%  [19-8-502,  MCA] 

9.0%  [19-8-504,  MCA] 

SRS 

9.245%  [19-7-403,  MCA] 

9.535%  [19-7^04,  MCA] 

JRS 

7.0%  [19-5-402,  MCA] 

25.81%  [19-5-404,  MCA] 

HPORS 

9.0%  -  hired  pnor  to 

26.15%    [19-6-404(1),  MCA] 

10.18%  of  salaries - 

07-01-97  &  not 

paid  from  drivers' 

electing  GABA 

license  fees 

9.05%  -  electing 

[19-6-404(2),  MCA] 

GABA  &  hired 

after  06-30-97 

[19-6^02,  MCA] 

FIRS 

9.5%  -  hired  prior  to 

14.36%  [19-13-605,  MCA] 

32.61%  of  salaries - 

07-01-97  &  not 

paid  from  insurance 

electing  GABA 

Premium  Tax  Fund 

[  19-1 3-601  (2)(a),  MCA] 

[19-13-604,  MCA] 

10.7% -electing 

GABA  &  new  hires 

after  06-30-97 

[19-l3-601(2)(b)] 

5.0% -of  fire 

VFCA 

insurance  premiums 
received  by  the  State 

(l<)-r-3(il,  MCAl 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 
Required  Supplementary  Information 
Schedule  of  Funding  Progress 

(in  thousands) 


System 

Actuarial 

Valuation 

Date 

Actuarial 

Value  of 

Assets' 

(a) 

Actuarial  Accrued 

LiabUit>  (AAL) 

-Entry  Age 

(b) 

Unfunded 

AAL 
(UAAL) 

(b-a) 

Funded 
Ratio 

(a/b) 

Covered 
FavToU 

(c) 

UAAL  as  a 

Percentage  of 

Covered  PavToll 

((b-a)/c) 

PERS 

06/30/96 
-   06/30/98 

$    1,629,707 
2,128,065 

$           1,826,207 
2,300,328 

$     196,500 
172,263 

89.24% 
92.51% 

$608,592 
660,579 

32.29% 
26.08% 

06/30/00 

2,843^7 

2,273,407 

(569,940) 

125.07% 

725,692 

-78.54% 

MPORS 

06/30/96 
06/30/98 
fi6'30/00 

70,068 

94,908 

105,664 

173.642 

35,596 

78.734 

66.31% 

54.66% 

15,828 

17,873 

224.89% 
440.52% 

129,826 

181,109 

51,283 

71.68% 

20,252 

253.22% 

GWPORS 

06^30/96 
06/30/98 

18,160 
23,190 

17,325 
22.412 

(835) 

(778) 

104.82% 
103.47% 

2,762 
7,839 

-30.23% 
-9.92% 

06/30/00 

32,966 

23,922 

(9,W4) 

137.81% 

11,875 

-76.16% 

SRS 

06/30/96 
06/30/98 

68,646 
92.160 

52,751 
81.077 

(15,895) 

(11,083) 

130.13% 

113.67% 

17,890 

20.127 

-88.85% 
-55.07% 

06/30/00 

126338 

87,836 

(3832) 

143.83% 

21,559 

-178.59% 

Analysis  of  the  dollar  amounts  of  plan  net  assets,  actuarial  accrued  liability,  and  unfunded  actuarial  accmed 
liability  provides  one  indication  of  tfie  plan's  funding  status  on  a  going-concern  basis.  Analysis  of  this 
greater  this  percentage,  the  stronger  the  plan.  Trends  in  the  unfunded  actuanal  accmed  liability  and  annual 
percentage  of  annual  covered  payroll  approximately  adjusts  for  the  effects  of  inflation  and  aids  analysis  of  the 
percentage,  the  stronger  the  plan. 


Refer  to  the  "Notes  to  the  Required  Supplementary  Information"  for  the  Actuarial  Asset  Valuation  Method  (Page  A-42) 
"  PERS  Actuanal  Valuation  revised  per  audit  recommendation. 
Covered  payroll  is  not  applicable  to  VFCA  because  members  are  unpaid  volunteers. 
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System 

Actuarial 

\aluation 

Date 

Actuarial 

Value  of 

Assets' 

(a) 

Actuarial  Accrued 

Liability  (AAL) 

-Entry-  Age 

(b) 

Unfunded 
AAL 

(UAAL) 

(b-a) 

Funded 
Ratio 

(a/b) 

Covered 
PavToll  ^ 

(c) 

UAAL  as  a 

Percentage  of 
Covered  Payroll 

((b-a)/c) 

JRS 

06/30/96 
06/30/98 

$        24,944 
31,646 

S                 27,723 
29.017 

S    2,779 
(2,629) 

89.98% 
109.06% 

$    2,907 
3,144 

95.61% 

-83  62% 

06/30/00 

42,043 

27365 

(14,678) 

153.64% 

3,483 

-421.42% 

HPORS 

06/30/96 

47,325 

67,709 

7S.722 

20,384 

lO.lQl 

69.90% 

75.62",, 

6,242 

6.201 

326.57% 

309.48% 

06/30/00 

77^10 

76397 

(1,413) 

10L85% 

6,952 

-2033% 

FURS 

06/30/96 
06/30/98 

67,745 
89,988 

131.111 
169.006 

63366 

79,017 

51.67% 
53.25% 

13.783 
15,104 

459.75% 
523.15% 

06/30/00 

123,492 

162329 

38,837 

76.08% 

16,549 

234.67% 

VFCA 

06/30/00 
06'30'98 

11,504 
13.941 

16,636 

18,354 

5,132 

4,412 

69.15% 
75.96"  o 

N/A 
N'A 

N/A 

N/A 

06/30/00 

17,769 

16,752 

(1,017) 

106.07% 

N/A 

N/A 

liability  in  isolation  can  be  misleading.  Expressing  plan  net  assets  as  a  percentage  of  the  actuanal  accnjed 
percentage  over  time  indicates  whether  the  plan  is  becoming  financially  stronger  or  weaker.  Generally,  the 
covered  payroll  are  both  affected  by  inflation.  Expressing  the  unfunded  actuarial  accrued  liability  as  a 
plan's  progress  made  in  accumulating  sufficient  assets  to  pay  tjenefits  when  due.  Generally,  the  smaller  this 
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Public  Employees'  Retirement  Board 

A  Componcnl  Unit  of  the  State  of  Montana 

Required  Supplementary  Information 

Schedule  of  Employer  Contributions  &  Other  Contributing  Entities 


Year 

Annual 

Annual 

Kndcd 

Required 

Percentage 

Required  State 

Percentage 

System 

June  30 

Contribution 

Contributed 

Contribution    ' 

Contributed 

PERS 

1996 

S    40,775,671 

101.26% 

1997 

43,182,090 

101.26% 

2 

1998 

45.690,886 

99.26% 

$        303,840 

100.00% 

1999 

46,783,993 

101.62% 

341,099 

100.00% 

2000 

49,347,082 

98.74% 

347.560 

100.00°o 

2001 

52,460,464 

101.43% 

382,481 

100.00% 

MPORS 

1996 

2,272,843 

98.93% 

2.496.912 

100.00% 

1997 

2,415,188 

100.27% 

4,939.713 

100.00% 

1998 

2,575,528 

102.33% 

5,264,852 

100.00% 

1999 

2,731,079 

99.01% 

5.566,398 

100.18% 

2000 

2.918.274 

100.57% 

5.947.932 

99.35% 

2001 

3,011,475 

100.12% 

6,137,893 

100.16% 

GWTORS 

1996 

225,083 

102.21% 

1997 

242,379 

103.16% 

2 

1998 

734,502 

111.40% 

1999 

891.602 

104.42% 

2000 

1.068.745 

102.92% 

2001 

U39308 

101.98% 

SRS 

1996 

1.526,895 

102.05% 

1997 

1,617,568 

104.01% 

: 

1998 

1.923.069 

102.41% 

1999 

1,994.769 

104.36% 

2000 

2,055,688 

106.84% 

2001 

2,159,464 

103.14% 

Retcr  to  the  "Notes  to  tlic  Required  .Supplementar>'  liitormalioii"  (Page  .^-42) 

PERS  State  Contribution  of  0. 1%  for  local  governments  is  based  on  actual  receipts  for  the  fiscal  year. 

MPORS-covered  payroll  is  based  on  calendar  year  payroll  for  the  State  Contribution  for  P»'  1996 

and  fiscal  year  pa>Toll  for  FY  1997  through  FY  2001 . 
A  change  was  made  to  FY  1998  for  PERS,  GWPORS  and  SRS  to  correct  contributions  erroneously 

reported  in  F^'  1998. 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 
Required  Supplementary  Information 

Schedule  of  Employer  Contributions  &  Other  Contributing 
(continued) 

Annual 
Required 


System 


Year 

Ended 

June  30 


Annual 

Required 

Contribution 


Percentage 
Contributed 


State 
Contribution 


Percentage 
Contributed 


JRS 

1996 

$        174,396 

100.05% 

1997 

177,181 

100.00% 

2 

1998 

843,065 

100.00% 

1999 

822,795 

100.00% 

2000 

899,056 

100.00% 

2001 

943,532 

100.00% 

""^ 

HPORS 

1996 

1,629,088 

100.16% 

1997 

1,642,087 

100.00% 

2 

1998 

1,681,444 

101.50% 

1999 

1,650,957 

100.03% 

2000 

1,817,926 

107.58% 

2001 

1,922,489 

100.12%' 

9BK' 

WM 

FURS 

1996 

1,979,190 

99.02% 

2.453,397 

126.03% 

1997 

2,082,389 

99.72% 

4,728,879 

98.18% 

1998 

2,168,902 

98.77% 

4,925,341 

97.37% 

1999 

2,262,645 

100.94% 

5,138,222 

98.77% 

2000 

2,376,392 

97.86% 

5,396,528 

97.80% 

2001 

2,401,328 

98.81% 

5,453,155 

98.45% 

VFCA 

1996 

862,010 

100% 

1997 

910,692 

100% 

1998 

928,484 

100% 

1999 

944,434 

100% 

2000 

961.306 

100% 

5^2001 

1,002,992 

100% 

Refer  to  the  "Notes  to  the  Required  Supplementary  Information"  (Page  A-42) 
'  FURS-covered  payroll  is  based  on  calendar  year  payroll  for  the  State  Contribution  for  FY  1996 

and  fiscal  year  payroll  for  FY  1997  through  FY  2001. 
'  A  change  was  made  to  FY  1998  for  JRS  and  HPORS  to  correct  contributions  erroneously 

reported  in  FY  1998. 
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Annual                                    Annual  Annual 

Requirwl                                   Re(|uircd                                      Annual  Required 

District  Percentage            Supreme  Percentage             Retjuired  Percentage          Registration    Percentage 

Court  Fees  Contributed         Court  Fees  Contributed          License  Fees  Contributed               Fees          Contributed 


$    1.008.881 

60.79%        : 

S           8.958 

100,00% 

1.024.995 

57.84% 

9.869 

100.00% 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

I            N/A 

N/A 

N/A 

N/A 

635,407 

100.54% 

640,477 

100.60% 

631.312 

109.01% 

665.967 

98.67% 

707.705 

85.00% 

748,411 

95.81% 

270.833  100.00% 

287.284  100.00% 

281.874  100.00% 

285.095  100.00% 

279.577  100.00% 

335,107  100.00% 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  oj  Montana 

Notes  to  the  Required  Supplementary  Information 

The  information  presented  in  the  required  supplementary  schedules  was  determined  as  part  of  the  ac- 
tuarial valuations  at  the  dates  indicated.  Additional  information  as  of  latest  actuarial  valuation  follows: 


PERS 


MPORS 


GWPORS 


Valuation  date 


June  30, 2000 


June  30,  2000 


June  30. 2000 


Actuarial  cost  method         Entry  Age 


Entry  Age 


Entry  Age 


Amortization  method 

Remainmg  amortization 
period  in  years: 
Unfunded  Liability 
Unfunded  Credit' 


Level  percentage  of 
payroll,  open 


30 


Level  percentage 
of  payroll,  open 


9.9 


Level  percentage 
of  payroll,  open 


30 


Asset  valuation  method 


4-Year 
smoothed  market 


4-Year 
smoothed  market 


4-Year 
smoothed  market 


Actuarial  assumptions: 


Investment  rate  of  return 
compounded  annually 

8% 

8% 

8% 

Projected  salary  increases 
Inflation 
Merit 

4.50% 
0%  -  6% 

4.50% 
0%  -  7.3% 

4.50% 
0%  -  7.3% 

Benefit  Adjustments 
GABA- 
Non-GABA 

1.5%  after  3  yrs 
None 

1.5%  after  3  yrs 
50%  newly 
confirmed  officer 

1.5%  after  3  yrs 
None 

Estimated  Increase  in 
Actuarial  Liability^ 

S3 18.4 

$22.5 

$3.5 

(in  millions) 

'Assets  are  larger  than  the  past  service  liability  -  creating  an  unfunded  credit;  the  credit  is  amortized  over  future  costs. 
"The  GABA  increases  to  3%  after  12  months  effective  March  2001  for  the  January  2002  benefit  payment. 
'Based  on  the  2000  Actuarial  Valuation  and  the  effect  of  the  G.ABA  legislation  from  the  2001  Legislative  Session 
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SRS 


JRS 


HPORS 


FURS 


VFCA 


June  30,  2000 


June  30. 2000  June  30, 2000  June  30, 2000  June  30. 2000 


Entry  Age 


Level  percentage 
of  pa>Toll,  open 


Entry  Age 


Entry  Age 


Entry  Age 


Entry  Age 


Level  percentage      Level  percentage      Level  percentage      Level  percentage 
of  payroll,  open        of  payroll,  open        of  payroll,  open        of  payroll,  open 


30 


7.71 


30 


30 


23 


4-Year 
smoothed  market 


4-Year  4-Year  4-Year  4- Year 

smoothed  market      smoothed  market      smoothed  market      smoothed  market 


8% 


8% 


8% 


8% 


8% 


4.50% 
0%  -  7.3% 


4.50% 
None 


4.50% 
0%  -  7.3% 


4.50% 
0%  -  7.3% 


None 
None 


1.5%  after  3  yrs 
None 


S12.5 


1.5%  after  3  yrs 
4.50%  increase 
current  judges 

$0.1 


1 .5%  after  3  yrs 
2%  per  yr  service 
for  newly  con- 
firmed officer 

$9.7 


1 .5%  after  3  yrs  None 
50%  newly  con-  None 
finned  officer 


$20.8  None 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 
Supporting  Schedule 
Schedule  of  Administrative  Expenses 
Year  Ended  June  30,  2001 


Defined 

Defined 

Benefit 

Contribution 

Education 

Plans 

Plan 

Fund 

457  Plan 

Personal  Services 

Salanes 

S        728,672 

S            108,148 

$         50,993 

S         97,880 

Board  Members'  Per  Diem 

10,400 

75 

100 

375 

Employee  Benefits 

187,122 

26,429 

13,037 

25.204 

Total  Personal  Services 

926,194 

134.652 

64,130 

123,459 

Other  Services 

Consulting  Services 

883,177 

85,923 

43,987 

20^60 

Janitorial  Services 

1,139 

42 

42 

53 

Legal  Fees  and  Court  Costs 

18,430 

700 

Payroll  Fees 

472 

22 

22 

27 

Auidt  Fees 

29,695 

13% 

Medical  Services 

12,759 

Microfilming 

7^75 

Records  Storage 

3473 

Pre-Retirement  Seminars 

2,000 

Computer  Processing 

96,772 

428 

428 

522 

Pnnting  and  Photocopy  Charges 

27,740 

450 

706 

1,672 

Warrant  Wnting  Services 

24,281 

Other 

7,828 

357 

362 

446 

Total  Other  Services 

1,115,841 

87,922 

45347 

24376 

Communications 

Postage  and  Mailing 

71,522 

301 

492 

816 

Telephone 

17320 

359 

565 

733 

Total  Communications 

89,042 

660 

1,057 

1,549 

Other  Expenses 

Supplies  and  Matenals 

73302 

2,928 

5,922 

6.777 

Travel 

35.975 

2385 

4,235 

8.153 

Rent 

74,649 

3381 

3,611 

4.282 

Utilities 

2,256 

105 

105 

133 

Repairs  and  Maintenance 

23,193 

1,163 

1,163 

1374 

Depreciation/ Amortization 

3,202 

Compensated  Absences 

11,212 

10.414 

5,266 

Interest  Payments 

25,191 

Miscellaneous 

26,599 

1.457 

1.520 

4.708 

Total  Other  Expenses 

250J88 

47,224 

21.822 

25.427 

ToiaJ  A  dm  in  istrative  Expenses 

$         2381.465 

$                270,458 

S            132356        S 

175,011 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 
Supporting  Schedule 
Schedule  of  Investment  Expenses 
Year  Ended  June  30,  2001 


Plan 

Fees 

PERS 

Board  of  Investments 

$     2,899^79 

MPORS 

Board  of  Investments 

88,213 

G>\PORS 

Board  of  Investments 

23,437 

SRS 

Board  of  Investments 

88,287 

JRS 

Board  of  Investments 

35,401 

HPORS 

Board  of  Investments 

58J33 

FURS 

Board  of  Investments 

76,855 

vtx:a 

Board  of  Investments 

16,205 

457 

Aegon 

161.657 

Wells  Fargo 

9,543 

State  Street  Research 

132.710 

$         3.590.020 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 
Supporting  Schedule 
Schedule  of  Consultants 
Year  Ended  June  30,  2001 


Amount 

Individual  or  Firm 

Nature  of  Service 

Paid 

KPMG  Consulting 

Web  Reporting  Systems  Development 

S       694,488 

Milliman  USA 

Actuarial  Consultant 

85,172 

Computer  Consulting  Corporation 

Data  Processing  Services 

83,720 

William  M.  Mercer,  Inc. 

DC  Implementation  Consultants 

46,675 

Educational  Technologies,  Inc. 

Education  Consultants 

43,875 

Ice  Miller 

Tax  Law  Consultant 

41,326 

Legislative  Audit  Division, 

Legislative  Branch 

Independent  Auditors 

31,291 

Legal  Services  Division, 

Department  of  Justice 

Legal  Services 

18,430 

Americh  Massena  &  Associates,  Inc 

Mutual  Funds  Performance  Review 

10,333 

Lawrence  R.  McEvoy,  MD 

Medical  Consultant 

5,800 

Communications  & 

Management  Service 

Personnel  Classification 

2,787 

Professional  Development  Center, 

Department  of  Administration 

Retirement  Planning  Seminars 

2,000 

Comserv,  Inc 

Death  Information  System  Services 

935 

Robert  J.  Bateen.  PHD 

Medical  Consultant 

750 
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JUDY  MARTZ 
GOVERNOR 


PUBLIC  EMPLOYEE  RETIREMENT  ADMINISTRATION 

NOV  I  5  2001 


STATE  OF  MONTANA' 


(406)  444-3154 


TELEFAX  (406)  444-5428 
TOLL  FREE  (877)  275-7372 


100  N.  PARK,  SUITE  220 

PO  BOX  200131 

HELENA,  MONTANA   59620-0131 


November  14.2001 


Scott  Seacat,  Legislative  Auditor 
Legislative  Audit  Division 
State  Capitol,  Room  160 
Helena,  MT  59650 


Dear  Mr.  Seacat: 

MPERA  has  reviewed  the  financial  audit  report  for  fiscal  year  2001.  We  understand  there 
are  no  comments  or  recommendations.  We  are  pleased  with  the  findings  of  the  report  and 
will  work  hard  to  continue  to  provide  the  highest  quality  service  possible  to  our  members. 

1  would  like  to  extend  our  appreciation  to  you  and  your  staff  for  the  minimal  disruption  to 
our  office  and  the  courtesy  and  consideration  that  they  extended  to  the  MPERA  during 
the  audit.  Once  again,  we  appreciate  the  opportunity  to  work  with  your  staff. 


Sincerely, 

Mike  O'Connor 
Executive  Director 
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■AN  EQUAL  OPPORTUNITY  EMPLOYER- 


